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INTRODUCTION 

Mr.  Smith,  This  morning  we  begin  our  hearings  on  the  Depart- 
ment of  Commerce  fiscal  year  1994  budget  request  with  the  new 
Secretary  of  Commerce.  The  total  request  for  the  Department  is 
$3,515,000,000.  This  amount  represents  an  increase  of 
$455,000,000 — or  15  percent — above  the  appropriations  enacted  to 
date  for  the  Department  for  fiscal  year  1993.  Because  we  are  hear- 
ing from  the  Secretary  prior  to  the  official  release  of  the  FY  1994 
President's  Budget,  we  do  not  have  detailed  budget  justifications  at 
this  time. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  Commerce  Budget 
in  Brief  was  submitted.  It  has  been  inserted  into  the  record  at 
this  point.] 

[The  information  follows:] 
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The  Department  of  Commerce  is  requesting  $3,516  million  in  1994,  an  increase  of  $455  million 
from  the  FY  1993  enacted  appropriation.  Of  this  amount,  $518  million  is  part  of  the  President's 
investment  program  and  is  contingent  upon  enactment  of  an  omnibus  budget  reconciliation 
act  that  contains  the  President's  deficit  reduction  package.  This  budget  is  fully  consistent  with 
the  President's  economic  plan  for  stimulating  the  American  economy  and  for  providing 
long-term  investments.  Commerce  can  play  a  leading  role  in  supporting  this  effort,  and  in 
FY  1994,  the  Department's  programs  will  make  major  contributions  to  the  President's  plan  for 
economic  recovery.  Overall,  the  1994  Commerce  budget  will  support  essential  mission 
requirements  to  expand  trade  programs,  construct  a  National  information  infrastructure 
conduct  periodic  censuses,  improve  economic  data,  automate  the  patent  and  trademark 
processes,  improve  research  for  standards  used  by  American  industry,  expand  coastal  ocean 
research  and  climate  prediction  capabilities,  modernize  and  restructure  the  National  Weather 
Service,  and  upgrade  the  quality  of  services  to  minority  businesses. 

The  COMMERCE  BUDGET  IN  BRIEF  provides  a  summary  of  the  President's  annual  budget 
request  to  Congress  by  highlighting  the  budget  request  for  FY  1994  and  the  changes  from  FY 
1 993.  The  major  portion  of  the  document  furnishes  information  on  appropriation  accounts  for 
which  there  are  budget  requests  for  FY  1994,  or  for  which  an  appropriation  was  enacted  in  FY 
1993.  In  addition,  Commerce  has  submitted  a  FY  1993  supplemental  budget  request  totalling 
$358  million.  To  help  stimulate  the  economy,  this  request  includes  funding  for  programs  that 
can  spend  funds  in  FY  1993,  to  create  jobs  in  technology- oriented  private  sector  companies. 
Supplemental  funds  are  spread  across  five  bureaus  (the  National  Oceanic  and  Atmospheric 
Administration,  the  National  Institute  of  Standards  and  Technology,  the  National 
Telecommunications  and  Information  Administration,  the  Economic  Development 
Administration,  and  the  Minority  Business  Development  Agency),  and  the  specific  programs 
are  identified  within  the  text  describing  each  bureau  in  this  BUDGET  IN  BRIEF. 

The  document  presents  for  the  Department,  and  for  each  program  area,  tables  comparing 
permanent  positions  and  amounts  appropriated  for  FY  1993  and  the  estimate  for  FY  1994.    In 
the  legislation  providing  FY  1993  appropriations,  the  Congress  gave  the  Secretary  authority  to 
transfer  a  limited  amount  of  funding  between  accounts,  in  order  to  meet  priority  needs.  With 
Congressional  concurrence  we  have  exercised  that  authority,  and  have  transferred  $16  million 
between  several  bureaus  of  the  Department.  The  transferred  funds  are  adding  to  base 
resources  in  support  of  urgent  needs.  For  each  appropriation  account,  data  are  presented  on 
permanent  positions  and  amounts  by  activities;  for  each  activity,  FY  1994  program  changes 
from  the  FY  1994  base  requirements  are  briefly  identified  and  explained.  For  purposes  of 
tracking  changes  from  FY  1 993  to  FY  1 994  in  the  bureau  description  material,  the  FY  1 993 
appropriation  is  used  as  a  base. 


The  tables  for  each  appropriation  contain  information  substantially  the  same  as  the  "Summary 
of  Requirements"  (salmon  sheet)  in  the  budget  justification  material  submitted  to  the 
Appropriations  Committees. 

The  document  includes  information  on  budget  authority,  outlays  and  employment,  which  will 
be  useful  to  the  general  public  in  understanding  the  total  program  of  the  Department.  The 
document  also  provides  information  on  the  Department's  mission  and  objectives  and  FY  1 994 
budget  requests  requiring  authorizing  legislation. 

Unless  otherwise  stated,  all  dollar  figures  cited  or  shown  are  in  thousands  of  dollars. 
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INTRODUCTION 


ORIGIN 

The  U.S.  Department  of  Commerce  was  established  on  March  4,  1913  (37  Stat.  7365;  15 
U.S.C.  1501).   Previously,  labor  and  commerce  activities  were  performed  by  the  Department 
of  Commerce  and  Labor  established  by  Congress  on  February  14,  1903. 

COMMERCE'S  GOALS 

A  new  generation  of  leadership  takes  over  the  White  House  and  the  Department  of 
Commerce  at  a  pivotal  time  in  our  Nation's  history.  President  Clinton's  mandate  for  change, 
and  for  reviving  a  sluggish  economy  by  increasing  investment  and  creating  jobs  for  more 
Americans,  directly  involves  the  Department  of  Commerce  and  our  array  of  technological, 
environmental,  trade,  economic  and  business  programs.  The  Department  is  at  the  forefront 
of  many  of  the  growth  and  investment  efforts  that  the  President  and  Vice-President  see  as 
essential  to  improving  our  economy. 

The  Department's  major  goal  in  Fy  1994  is  to  fully  support  the  President's  plans  for 
revitalizing  the  Nation's  economy.  We  have  developed  a  three-part  strategy  to 
accomplish  this: 

o     Economic  stimulus  activities  to  help  jump-start  the  economy  immediately; 

o     Long-term  investment  initiatives  for  sustaining  new  economic  growth  through 
infrastructure  development  and  private  sector  job  creation;  and, 

o     Savings  in  Federal  program  costs  and  positions. 


FY  1993  SUPPLEMENTAL  STIMULUS  AND  SAVINGS  REQUEST 

Immediately  after  delivering  his  State  of  the  Union  address  on  February  17,  1993, 
President  Clinton  issued  "A  Vision  of  Change  for  America,"  a  comprehensive  outline  of  the 
Administration's  FY  1993  and  FY  1994  plans  for  getting  the  economy  back  on  track.  That 
proposal  includes  a  number  of  initiatives  for  the  Commerce  Department,  which  are 
necessary  components  of  any  successful  efforts  as  part  of  the  FY  1 993  economic  recovery 
process. 


As  part  of  the  President's  FV  1993  stimulus  package,  Commerce  requests  $358  million  for 
several  high  priority  programs  identified  below.  All  of  these  programs  have  two  major 
things  in  common  —  they  provide  funding  that  can  be  used  this  year  to  stimulate  the 
economy  and  increase  jobs,  and  they  pave  the  way  for  long-term  investment  programs  in 
FT  1994  and  beyond. 

o     $103  million  for  the  Advanced  Technology  Program  (ATP)  within  the  National 
Institute  of  Standards  and  Technology  (NIST).  ATP  provides  Federal  matching 
funds  for  industry-led  research  and  development  in  pre- competitive  generic 
technologies  and  manufacturing  practices; 

o     $14  million  for  Information  Infrastructure  within  NIST,  expanding  its  research  and 
development  efforts  in  areas  related  to  high-performance  computing  and 
high-speed  networking  for  manufacturing  applications; 

o     $64  million  for  the  Information  Highway  demonstration  initiative  of  the  National 
Telecommunications  and  Information  Administration  (NTIA)  to  promote  the 
development  of  a  high  speed  telecommunications  infrastructure  linking  schools, 
libraries,  government  agencies,  and  other  producers  of  public  information; 

o     $81  million  to  accelerate  the  National  Oceanic  and  Atmospheric  Administration's 
(NOAA)  acquisition  of  equipment  for  several  projects,  including  the 
modernization  of  the  National  Weather  Service  and  NOAA's  central  data  systems 
and,  more  efficient  management  of  the  Nation's  fisheries,  and  global 
atmospheric  research; 

o     $94  million  for  the  Economic  Development  Administration  (EDA)  to  provide 
assistance  to  economically  distressed  areas  and  to  rebuild  basic  infrastructure. 
Resources  will  also  be  used  to  assist  states  impacted  by  recent  disasters;  to 
continue  revitalization  of  Los  Angeles;  and,  to  assist  communities  adversely 
impacted  by  the  closing  of  military  bases  and  Department  of  Energy  installations 
and  by  losses  of  major  defense  contracts;  and, 

o     $2  million  for  the  Minority  Business  Development  Agency  (MBDA)  to  continue 
program  management  activities. 

As  part  of  the  President's  commitment  to  cutting  the  cost  of  the  Federal  Government  and 
the  size  of  the  workforce,  the  Executive  Order  12839,  "Reduction  of  100,000  Federal 
Positions,"  proposes  a  4%  cut  in  positions  by  FY  1995.  This  would  reduce  Commerce  by 
2.5%  or  909  positions  from  the  originally  approved  FY  1993  level  of  36,360  to  a  new  level  of 
35,451  in  1994. 
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FY  1994  BUDGET  REQUEST 

The  FY  1994  budget  request  for  the  Department  of  Commerce  is  $3,516  billion,  an  increase 
of  $455  million  or  15%  from  the  FY  1993  appropriation  level  (exclusive  of  the  FY  1993 
supplemental  request).  FTE  employment  in  1994  for  the  Department  will  be  35,451 . 

The  FY  1994  request  carries  forward  the  three-part  program  begun  with  the  FY  1993 
Supplemental  request  —  economic  stimulus,  long-term  investment,  and  savings  in 
Federal  program  costs  and  staffing.  In  FY  1994,  the  Department's  initiatives  will  move  into 
high  gear.  We  will  be  putting  emphasis  on  the  investment  component  of  our  budget 
strategy. 

Savings  initiatives  will  help  offset  some  of  the  increases  being  requested.  Most  significant 
among  these  savings  will  be  an  $88  million  reduction  in  staff  and  administrative  costs  of  the 
Commerce  Department  We  will  save  $29  million  in  full-time  equivalent  reductions 
(consistent  with  the  requirements  of  E.O.  12839);  $38  million  from  the  elimination  of  the 
annual  pay  raise  originally  planned  for  January  1994;  $19  million  in  administrative 
efficiencies;  and,  $2  million  from  limits  on  grant  overhead  costs.  Reductions  in  accordance 
with  E.O.  12837,  "Deficit  Control  and  Productivity  Improvement  in  the  Administration  of  the 
Federal  Govemment,"  have  already  been  included  in  bureau  budget  requests  presented  in 
this  BUDGET  IN  BRIEF. 

Other  savings  included  in  the  FY  1994  budget  follow: 

o         NOAA  will  eliminate  low  priority  programs  and  demonstration  projects,  saving 
$67  million  ($39  million  in  Operations,  Research  and  Facilities,  and  $28  million  in 
Construction); 

o         The  Bureau  of  the  Census  will  save  a  net  $33  million  through  cyclical  adjustments 
in  the  ongoing  range  of  census  activities; 

o         Trade  Adjustment  Assistance  grants  for  firms  will  be  eliminated,  saving  $13  million; 

o         The  Bureau  of  Export  Administration  (BXA)  will  be  reduced  by  $6  million  reflecting 
reduced  worktoad  for  export  license  applications;  and, 

o         NTIA  will  transfer  management  of  a  portion  of  the  Federal  spectrum  to  the  FCC 
for  auction  to  the  private  sector.  This  will  produce  a  total  of  $4.4  billion  in 
revenues  for  the  U.S.  Treasury  over  the  1994  through  1998  period. 

The  Department  of  Commerce  will  be  at  the  center  of  the  Administration's  FY  1994  plans  for 
revitalizing  the  economy  through  economic  stimulus  and  long-term  investment.  Some  of 
the  ways  this  role  will  be  fulfilled  by  Commerce  bureaus  are  highlighted  below  along  with 
other  priority  progrsms. 


RevitalizingAmerica'stechnology  capabilitiesto  make  our  nation  more 
competitive 

Technology  Administration 

o         The  Technology  Administration  plays  a  leadership  role  in  achieving  the  goals  of 
the  Administration's  technology  program,  both  within  Commerce  and  through 
the  intergovernmental  process.  To  support  this  role,  increases  are  proposed  for 
funding  of  Technology  Administration  staff  and  to  support  the  Japan 
Manufacturing  Technology  Fellowship  Program 

National  Institute  of  Standards  and  Technology 

o         The  Administration's  commitment  to  improving  the  competitiveness  of  U.S. 

industry  is  demonstrated  by  the  increase  proposed  for  NIST.  The  NIST  budget 
includes  critical  increases  for  core  research  programs,  the  information 
infrastructure  program,  the  Federal  Coordinating  Council  for  Science 
Engineering  and  Technology  (FCCSET)  activities,  along  with  growth  in  the  ATP 
and  the  Manufacturing  Extension  Partnership  (MEP).  Increases  for  NIST  must 
begin  now  in  order  to  help  lay  the  necessary  foundation  to  support  the 
competitiveness  of  U.S.  industries  in  the  21st  century. 

o        Additionally,  as  the  President  announced  in  Baltimore  on  March  11,  NIST,  DOE, 
NSF,  and  NASA  are  working  with  the  Advanced  Research  Projects  Agency  (ARPA) 
to  develop  a  coordinated,  technologically-oriented  defense  conversion  program. 
Although  programmatic  details  have  not  yet  been  finalized,  NIST  is  expected  to 
administer  over  $100  million  in  DOD  funding  tor  manufacturing  conversion  / 
extension  programs  and  in  the  area  of  technology  development. 

National  Telecommunications  and  Information  Administration 

o         In  1994,  the  National  Telecommunications  and  Information  Administration  is 

requesting  increases  to  promote  U.S.  competitiveness  in  the  telecommunications 
industry.  Specifically,  NTIA  will: 

-  Initiate  a  National  Information  Infrastructure  (Nil)  Grant  Program  to 
facilitate  the  creation  of  an  advanced,  high  speed  telecommunications 
infrastructure  connecting  the  Nation's  schools,  researchers,  healthcare 
providers,  and  other  public  information  producers; 

-  Develop,  test,  and  evaluate  radio- based  performance  standards  for  the 
telecommunications  infrastructure  development  initiative; 

-  Work  to  resolve  technical  and  policy  issues  involved  in  implementing  the 
National  Research  and  Education  Network  (NREN);  and, 

-  Participate  in  critical  international  conferences  and  negotiations  focused 
on  telecommunications  standards. 
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National  Oceanic  and  Atmospheric  Administration 

o         The  NOAA  budget  includes  the  resources  necessary  to  continue  National 
Weather  Service  modernization  programs.  Production  and  installation  of 
Doppler  radars,  automated  surface  observing  equipment,  advanced  information 
processing  and  dissemination  systems,  and  transition  to  the  new  streamlined 
field  office  structure  will  continue.  FY  1994  represents  the  high  water  mark  for 
funding  requirements  for  the  modernization  initiative.  Resources  are  also 
requested  to  meet  production  and  launch  schedules  for  the  geostationary  and 
polar-orbiting  satellite  systems. 

o         Funding  is  also  requested  to  maintain  current  operating  levels  and  services 
provided  by  the  National  Ocean  Service,  National  Marine  Fisheries  Service, 
Office  of  Oceanic  and  Atmospheric  Research,  National  Weather  Service  and 
National  Environmental  Satellite,  Data  and  Information  Service.  Without 
additional  resources,  important  products  and  services  now  provided  will  have  to 
be  curtailed.  This  will  result  in  lost  opportunities  for  economic  growth,  and 
increases  in  the  loss  of  property  and  life  resulting  from  delayed  warnings  of 
natural  disasters. 

o         NOAA  is  one  of  the  Commerce  agencies  with  continuing  participation  in  Federal 
Coordinating  Council  on  Science,  Engineering  and  Technology  (FCCSET) 
initiatives  for  U.S.  global  change  and  high  performance  computing  and 
communication.  NOAA  activities  will  continue  in  areas  of  National  concern 
including  analysis,  modeling  and  simulation  of  patterns  of  global  climate  change 
and  the  application  of  advanced,  supercomputer  technology  to  this  problem. 
Also  additional  funding  is  requested  to  continue  NOAA's  on -going  data 
management  modernization  initiative. 

Widening  opportunities  for  economic  recovery  and  investment 

Economic  Development  Administration 

o         EDA  is  requesting  $33  million  to  support  the  economic  diversification  of 
communities  affected  by  defense  reductions.  Grants  will  be  awarded  to 
support  technical  assistance,  construction  of  public  facilities,  and  implementation 
of  revolving  loan  funds. 

o         EDA  is  requesting  $3  million  to  upgrade  their  management  information  systems 
environment.  In  addition,  EDA  will  strengthen  grant  administration,  increase 
budget,  program  and  management  analysis,  and  focus  management  resources 
on  defense  economic  conversion. 
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Minority  Business  Development  Agency 

o         Strong  and  sustained  growth  of  the  minority  business  segment  of  our  economy 
is  a  goal  of  the  Commerce  Department  and  the  Minority  Business  Development 
Agency.  The  requested  $5  million  increase  will  be  used  to  strengthen  the 
Enterprise  Development  program  through  the  expansion  of  the  Minority 
Enterprise  Growrth  Assistance  (MEGA)  Center  initiative  into  other  regions. 

Promote  international  trade  in  a  global  economy  by  improving  the  international 
trade  climate  for  American  business  and  industry 

International  Trade  Administration 

o         The  Department  will  continue  to  provide  policy  support  to  the  U.S.  Trade 
Representative  to  ensure  completion  of  the  Uruguay  Round  of  the  General 
Agreement  on  Tariffs  and  Trade  (GATT)  and  the  supplemental  agreements  to  the 
North  America  Free  Trade  Agreement  (NAFTA).  In  1994,  using  base  resources, 
ITA  will  undertake  an  extensive  outreach  program  to  educate  the  U.S.  business 
community  on  the  impact  of  these  agreements. 

o         ITA  is  requesting  $8. 1  million  to  continue  support  for  market  reforms  in  the  Newly 
Independent  States  (NIS)  and  expand  export  opportunities  for  U.S.  firms.  To 
accomplish  this  objective,  ITA  will  continue  and  expand  several  NIS  export 
promotion  programs  including  the  Special  American  Business  Intern  Training 
program,  the  Consortia  of  American  Business  in  the  NIS  program  and  the  NIS 
Business  Information  Service  center,  which  were  funded  in  FY  1993  using 
Agency  for  International  Devebpment  funds. 

Improving  the  quality  of  government  statistical  programs 

Bureau  of  the  Census  and  Economic  and  Statistical  Analysis 

o         The  President's  budget  request  for  the  Census  Bureau  and  the  Bureau  of 

Economic  Analysis  contains  a  total  of  $6.5  million  for  improvements  to  economic 
statistics,  as  supported  by  the  Council  of  Economic  Advisers.  The  Census 
budget  also  contains  $1 .4  million  to  provide  annual  statistics  on  minority  and 
women  owned  businesses,  $3.8  million  to  plan  for  the  testing  of  year  2000 
decennial  census  designs,  $5.5  million  for  a  project  to  improve  the  Census 
Bureau's  mapping  and  address  list  systems  with  the  help  of  the  U.S.  Postal 
Service  and  $1 .0  million  for  power  equipment  in  the  Census  Bureau's  new 
computer  center. 
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Improving  the  overall  Department's  capacity  to  respond  to  priority  requirements 

General  Administration 

o        An  increase  of  $2.4  million  is  requested  for  General  Administration  to  improve  the 
financial  management  system.  This  increase  will  provide  program  managers 
and  policy  officials  with  information  to  make  more  timely,  accurate  and  cost 
effective  decisions. 

o  An  increase  of  $2  million  for  the  Department's  Office  of  the  Inspector  General  will 
provide  resources  to  conduct  audits  on  Department  financial  statements  required 
by  the  Chief  Financial  Officers  Act 

o        An  increase  of  $2  million  for  management  enhancement  will  provide  an 
invigorated  capacity  to  develop,  implement,  and  coordinate  policies  and 
initiatives  and  strengthen  program  evaluation,  performance  measurement,  grants 
management,  and  major  systems  planning  and  acquisition. 

Improving  our  capacity  to  support  major  growth  in  patent  and  trademark  needs 

Patent  and  Trademark  Office 

o         The  Patent  and  Trademark  Office  is  requesting  a  trademark  fee  increase  above 
the  increase  to  the  Consumer  Price  Index  (CPI)  in  FY  1994  in  order  to  cover  the 
total  costs  of  trademark  operations.  There  will  not  be  a  CPI  increase  to  patent 
fees  in  FY  1994.  The  increase  will  be  absorbed  by  a  reduction  in  rental  rates  for 
space,  and  savings  derived  from  the  President's  deficit  reduction  package. 

o         The  Patent  and  Trademark  Office's  FY  1 994  program  is  again  proposed  to  be 
funded  solely  by  fee  income.  Increases  above  the  FY  1994  base  will  enable  the 
PTO  to  continue  deployment  and  development  of  the  Automated  Patent  System 
(APS),  meet  increased  workload  demands,  and  maintain  pendency  at  desired 
levels. 
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Dollors  in  Millions 
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Types  of  Expenditures  -  1993  vs  1994 
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GRAhOS 19X 
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OTMER  SERVICES 26X 
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ALL  OTHERS — 9% 
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COMPARISON  OF  1992,  1993.  AND  1994  BUDGET  AUTHORITY 


(DoSar  amourrts  in  thousands) 


General  Administrston 

Economic  Devetopment  Administration 

Bureau  of  the  Census 

Economic  and  Statistical  Analysts 

International  Trade  Administration 

Bureau  of  Export  Administration 

Minority  Business  Development  Agency 

United  States  Travel  and  Tounsm  A<frninistTation 

National  Oceanic  and  Atmospheric  Adminntraiion 

Patent  end  Trademark  Office 

Technology  Administration 

National  Technical  Information  Service 

Nabonal  Institute  of  Standards  and  Techrwiogy 

National  Tetecommuncatioro  and  Information  Admin. 

SUBTOTAL  FEDERAL  FUNDS 

Trust  funds 
Offsetting  receipts 

SUBTOTAL  DB>AiniiafT  OF  COMMERCE 


1994 

1993 

Presidents 

Budget 

Change 

1992 

S47.967 

1994 

1993  to  1994 

M6.420 

M7.967 

$56,423 

S8.456 

32S.9B2 

237,805 

331.727 

220.301 

(111.426) 

290.290 

297255 

297255 

271.716 

(25.539) 

40.380 

46.953 

46.953 

49.802 

2.849 

209.100 

213.851 

213.651 

246.333 

32.482 

39.450 

41.015 

41.015 

34.747 

(6268) 

42^00 

37.889 

39.767 

45.381 

5614 

17.480 

19208 

19208 

20298 

1.090 

1J02.M8 

1.715.790 

1,796.563 

1.681.084 

(115.479) 

88.441 

86.672 

86.672 

103.000 

16,328 

4jeao 

4.636 

4.636 

5.425 

789 

0 

7.800 

7.800 

0 

(7,800) 

2«6i713 

382.757 

500.160 

347.398 

(152,762) 

3KS25 

39.747 
3.179.345 

103.614 
3.537.188 

40.563 
3.122.471 

(63,051) 

3^098.489 

(414.717) 

73JB3 

500 

500 

508 

8 

(MSS7fl 

(119J20) 

(1 19.320) 

(124.820) 

(5.500) 

V02jsat 

3,060.525 

3.418.368 

2J98.159 

(420209) 

INVESTMHtfTS 

Economic  Developnnent  Admtntitralion: 

EcofKKnic  devslopment  assistance  pro-ams 
Nabonal  Oceanic  and  Atmospheric  AdmtnislTation: 

Operations,  reseeich.  and  fadlcbes 

Construction 
Natiorul  Institute  of  Standards  and  Technology: 

Scientific  and  technical  research  and  serwes 

IndustTBl  technology  servtces 

Working  Capital  Fund 
National  Telecommunications  and  InformaliDn  A/krm: 

Salaries  and  expenses 

Information  infrastructure  grants 

SUBTOTAL  INVESTMENTS 

Propoeedfor  latBr  tmnsmiltal: 

National  Oceanic  and  Atmospheric  Aikniraslration 
Operations,  research  &  facilities.  Federal  funds 
Uterine  Navigabon  Trust  Fund 

TOTAL  DEPARTMENT  OF  COMMBK^E 

1/  lr>cludes  all  transfers  impterrtented  tfirouf^  March  1fla3 
2/  Includes  ecorKxnic  stimulUB  supplemanta) 


(45,500) 
45.500 


33.000 


228.414 

228.414 

14.651 

14.651 

37.160 

37.160 

142.077 

142.077 

8.563 

8.563 

3.000 

3.000 

51.000 

51.000 

(45.500) 
45.500 
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COMPARISON  OF  1992.  1993.  AND  1994  OUTLAYS 


Change 
1993  to  1994 


General  Administration 

Economic  Development  Administration 

Bureau  of  the  Census 

Economic  and  Stabstical  Analysis 

International  Trade  Administration 

Bureau  of  Export  A(^inistrabon 

Minority  Business  Devetopment  Agency 

United  States  Travel  and  Tourism  Administration 

National  Oceanic  and  Atmospheric  Administration 

Patent  and  Trademark  Office 

Technology  Administration 

National  Technical  Information  Service 

National  Institute  of  Standards  and  Techr>ok>gy 

National  Telecommunications  and  Information  Adminirtration 

SUBTOTAL,  FEDERAL  FUNDS 

Trust  Funds 
Offsettirts  receipts 

SUBTOTAL,  OEPAHTIIENT  OF  COUMERCE 


t*4.S54 

$53,653 

457.727 

$4,074 

124.888 

240.094 

275.525 

35.431 

301.884 

381.551 

271.719 

(109.832) 

39.861 

54.738 

49.750 

(4.988) 

192.456 

192.843 

232.930 

40.087 

43.321 

40.505 

35.417 

(5.088) 

39.719 

42.639 

49.347 

6.708 

21.121 

18.606 

20,912 

2.306 

1.549.863 

1.739.519 

1.664.514 

(75.005) 

55.952 

143.542 

101.737 

(41.805) 

3.871 

5.443 

5.317 

(126) 

0 

24.573 

0 

(24,573) 

183.208 

318.049 

320.648 

2.599 

43,937 

42.475 

77.723 

35.248 

2,844,735 

3598;230 

3,183.266 

(134.964) 

68.820 

485 

508 

23 

(146.974) 

(119.320) 

(124.820) 

(5.500) 

(140.441) 


INVESTIIENTS 

Economic  Devetopment  Administration 

Economic  devetopment  assistance  programs 
National  Oceanic  and  Atmospheric  Administration: 

Operations,  research,  and  facilities 

Construction 
National  Institute  of  Standards  and  Technology: 

Scientific  and  technical  research  and  servcea 

Industrml  technology  services 

Worldng  Caprtal  Fund 
National  Telecommunications  and  Information  Ackntn: 

Salaries  and  expenses 

lntormatK>n  infrastructure  grants 

SU8TOTAU  INVESTIIENTS 
Propo— d  for  Itf  ar  banamttUI: 

ttetional  Oceanic  and  Atmospftenc  Admtntstration 
Operatons.  reseaich  &  facilities.  Federal  funds 
liAahrw  Navigation  Trust  Fund 

TOTAL,  DEPAHTMBfT  OF  COMMERCE 


132.480 

132.480 

2.344 

2.344 

28.985 

28.985 

45.485 

45.465 

4,281 

4^81 

2.400 

2.400 

1,020 

1.020 

220,275 


(45,500) 
45,500 


(45.500) 
45J00 


79«M 
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COMPARISON  OF  1992,  1993  AND  1994  TOTAL  FULL-TIME  EQUIVALENT  (WORKYEARS) 
FINANCED  FROM  ALL  SOURCES  OF  FUNDS 


1993 

Change 

Enacled 

1994 

1993  -  1994 

1^18 

1.250 

1.248 

(2) 

3S0 

351 

355 

4 

7.955 

8.704 

8.175 

(529) 

548 

SS4 

565 

P9) 

2336 

2.341 

2,388 

47 

443 

430 

307 

(123) 

190 

188 

190 

2 

92 

94 

96 

2 

13.829 

13.140 

13.148 

8 

4.589 

5.035 

4.973 

«B2) 

43 

43 

43 

0 

335 

346 

380 

34 

3.047 

3.177 

3.265 

88 

284 

303 

318 

15 

GenwHl  AttninistrBbon 

Economic  Davektpment  Attninistmbon 

Bureau  of  the  Census 

Econofnic  and  Statistical  AnaTyait 

IntBfTUlknal  Trade  Attninistration 

Bureau  of  Export  Admintotrabon 

Minority  Business  Development  Agency 

Unrted  States  Travel  and  Toursm  At^inistration 

National  Ocaanic  and  Atmoaphehc  Atkninstrntion 

Patent  and  Trademark  Office 

Technology  Adminstration 

National  Technical  Information  Sarw:e 

National  Institute  of  Standards  and  Technotogy 

National  Telecommuric^tiora  and  Mormalion  Adminisbation 

TOTAU  DEPARTMBfT    OF  COMMERCE  35.159  35.996  35,451  (545) 


COMPARISON  OF  1992,  1993  AND  1994  EMPLOYMENT  IN  PERMANENT  POSITIONS 
FINANCED  FROM  ALL  SOURCES  OF  FUNDS 


QanemI  A<>nintstration 

Economic  Development  A<>n(nitBatiun 

Bureau  of  the  Census 

Economic  and  Statistical  Analysis 

Interralional  Ttade  Aitninistration 

Buraau  of  Export  Adminstralion 

Minorty  Business  Dewlopment  Agsncy 

United  States  Tra^l  andTourmm  AAninirtiation 

National  Oceanic  and  Aimoapherfc  A<fcnintatration 

Patent  and  Trademark  Office 

Technology  Administration 

Nabonal Technical  Information  Service 

National  Institute  of  Stencterds  andTachnology 

National  Tetecommurictfions  and  Monnation  AcfcninislTalion 

TOTAL  DEPARTMBfT   OF  COMMERCE 


1993 

Changs 

1994 

1993  -  1994 

1.315 

1.306 

1J06 

0 

375 

375 

375 

0 

5.961 

6,304 

5,849 

(455) 

678 

660 

624 

06) 

2.549 

2.459 

2,459 

0 

492 

446 

323 

(123) 

216 

209 

209 

0 

S4 

94 

96 

2 

14.366 

13,554 

13,656 

102 

5.652 

S»1 

5^37 

(54) 

43 

43 

43 

0 

386 

347 

415 

68 

2.920 

3.031 

3,109 

78 

291 

310 

316 

6 
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GENERAL  ADMINISTRATION 


Salaries  and  expenses  provides  funding  for  the  Secretary,  Deputy  Secretary  and  support  staff. 
Responsibilities  involve  policy  development  and  implementation  affecting  U.S.  and  international 
activities  as  well  as  establishing  internal  goals  and  objectives  for  the  operation  of  the  Department. 
The  functions  include  primary  liaison  with  executive  branch,  Congressional  and  private  sector 
groups  and  acting  as  the  management  and  administrative  control  point  for  the  Department. 

The  Office  of  Inspector  General  conducts  audits,  inspections  and  investigations  to  combat 
mismanagement,  fraud,  waste  and  abuse  of  Departmental  resources,  and  to  improve  the 
efficiency  and  effectiveness  of  Commerce  programs. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1994 

Increase 

1992 

1993 

Estimate 

(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  expenses 

$31,280 

$31,712 

$38,042 

$6,330 

Inspector  General 

15,140 

15,805 

18.381 

2.576 

TOTAL  APPROPRIATION 

46,420 

47.517 

56,423 

8,906 

Transfer  Pursuant  to  P.L 

102- 

-395 

Salaries  and  expenses  0  450  0  (450) 

TOTAL  BUDGET  AUTHORITY          46,420  47.967  56.423  8.456 

PERMANENT  POSITIONS 

Appropriation: 

Salaries  and  expenses  355  340  367  27 

Inspector  General  214  214  214               0_ 

TOTAL:  569  554  581  27 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  Increase/fPecrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 


General  Administration 
Financial  Management 


20 


$2,084 


$2,350 


This  requested  program  increase  will  replace  eight  accounting  systems  to  remedy 
long-standing  ifinancial  systems  deficiencies  and  related  internal  control  weaknesses. 


Management  Enhancement 


346 


33,042 


21 


2,000 


This  increase  will  invigorate  several  distinct  management,  analytical  and  oversight  initiatives 
enhancing  critical  decision  making  areas  such  as:  grants  management,  program  evaluation, 
performance  measurement,  major  automated  systems  planning/acquisition,  policy  evaluation  and 
secretariat  activities. 


HCHB  Tunnel 


52 


5,404 


650 


Funds  will  provide  the  Department's  share  of  constructing  a  connecting  tunnel  between  the 
Herbert  C.  Hoover  Building  (HCHB)  and  the  Federal  Triangle  Building.  The  tunnel  will  greatly 
improve  public  safety  and  provide  for  more  efficient  handling  of  large  tractor  trailer  shipments. 


Inspector  General 
Financial  Audits 


130 


9,789 


2,000 


Funds  will  enable  the  Office  of  Inspector  General  to  execute  its  responsibility  for  audit  of  financial 
statements  under  the  Chief  Financial  Officers  Act  of  1 990. 
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Comparison  of  Appropriation 

by  Activity 

t 

GENERAL  AOUINISTHATION 

1993                                            1994 

Currentlv  Available                                Base 

1994 

Estimate 

Increase/ 
(Decrease) 

Perm.  Pos.       Amount            Perm  Pos        Amount 

Perm  Pos.       Amount 

Perm 

Pos         Amount 

DIRECT  0BUGAT10NS: 

Executive  direction  of  the  department 
Departmental  staff  services 

TOTAL  DIRECT  0BUGAT10NS: 
RBHBURSABLE  0BUGAT10NS: 
TOTAL  OBUGATIONS: 

nUAWCINe: 

Offsetting  collections  from 
Federe)  funds 

Subtotal,  financing 
TOTAL  BUDGET  Al/TMORnV; 

Less  Transfers  Implemented  Pur^uart 
to  PL  102-395 

TOTAL  APPR0PRWT10N: 


38 

$3,987 

38 

$4,082 

43 

S4.B30 

5 

$748 

302 

28.175 
32.162 

308 

28.960 

324 

367 

33.212 

16 

4.252 

340 

346 

33,042 

38.042 

21 

5.000 

26 

44.942 

26 

46.155 

26 

46.155 

0 

0 

(26) 


(26) 


(44.942) 


(44.942) 


(«50) 


(26) 


(26) 


(46.155) 


(46.155) 


38.042 


15 
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Summary  of  Changes  from  1993  Appropriation 


GENERAL  ADMIMSTRATION 
land  a 


Amount  available  as  shown  in  1994  Presidertf's  Budget.  1993 

Less  December  17  Proposed  Transfen -Not  Impleniented  (PL  102-395) 

Amount  Currentfy  Available,  1993 

Less  Tranters  Implefnanted  (PL  1Q2-39S) 

Appropnation.  1993 

ADJUSTMBJTS  TO  BASE: 

AOJUSTMEKTS: 

FTE  Reestimate 

Subtotal,  adjustments 

OTHER  CHANGES: 

Continutfion  of  1993  oporating  tawl 

1993  pay  raise 

Wrthin- grade  step  increases 

Crvil  Service  Retirement  System  (C$RQ 

Federal  Employees  Rettremert  System  (FER^ 

Thrift  Savings  Plan 

Fedeial  Insurance  Contiibubons  Act  (BCA)  -  OASGI 

Health  insurance  premium 

Employees'  Compensation  Ftmd 

Rent  payments  to  GSA 

CommunicatiorB,  utillies  &  nriisc-  char  gas 

Printing  and  reproduction 

Supplies 

Equipntent 

Subtotal,  other  changes 

TOTAL  AOJUSTUENTS  TO  BASE 

1994  base 
Program  changes 

TOTAL  REQUIREMEIfTS 
lOM  APPROPRMTION 


1994  Esomale 

Detailed                                  Summan, 

Perm  Pos.       Amount            Perm.  Pos 

Amount 

340 

$32,612 

(450) 

340 

32.162 

(450) 

$450 

206 

252 

(46) 

84 

45 

56 

53 

m 

129 

40 

43 

a 

17 

0 

1.330 

6 

1,330 

346 

33.042 

21 

5.000 

16 
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Comparison  of  Appropriation   by  Activity 


GENERAL  ADUIMSTRATION 
OflKgolIhe  liwoactec  GenemI 

DIRECT  OBUGATIOMS: 
Inspector  General 
TOTAL  DIRECT  0BUGAT10NS 
REIMBURSABLE  OBUGATIONS: 
TOTAL  OBLIGATIONS 


1993 
Currently  Available 

Perm  Pos.       Aniount 


Perm.  Pos.       Amount 


$16,381 


1994 
Estirruite 


Penn.  Pos.       Amount 


Increase/ 
(Decrease) 


Perm.  Pos.       Amount 


$2,000 


19.a 


Offsetting  coltectiona  from; 
Federal  funds 

Subtotal,  finarcing 

TOTAL  BUDGET  AUTTIORnV: 

TOTAL  APPROPRMTION: 


(630) 


(630) 


15.805 
15.805 


(647) 


(647) 


17 
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Summary  of  Changes  from  1993  Appropriation 


GENERAL  AOUINISTIIATK>N 
Office  ofthe  Inspector  GanemI 

Amount  availaWe  as  shown  in  1994  President's  Budget.  1993 

Less  December  17  Proposed  TransiBrs-^k>t  Implemented  (PL  102-395) 

Appropriation,  1993 

ADJUSTHENTS  TO  BASE: 

ADJUSniEWTS: 

Administrative  Savings 
FTE  reduction 
Subtotal,  adjustments 

OTMEH  CHANGES: 

1993  pay  mise 

Within -grade  step  increases 

Administratively  Uncontrollable  overtime 

Cfvil  Service  Retirement  System  (CSR^ 

Federal  Employee*  Retirement  System  (FERS) 

Thrit  Savings  Plan 

Federal  Insurance  Contributions  Act  (FIC^  -  OASQ 

Health  insurance 

Employees'  Compensation  Fund 

Rental  peyments  to  GSA 

CommuntcatiorB.  utillies  and  misc.  chBrges 

Printing  and  reproduction 

Other  services 

Working  Capital  Fund 
Supplies  and  materials 
Equipment 

Subtotal,  other  changes 
TOTAL  ADJUSTMENTS  TO  BASE 

1994  base 
Pro-am  changes 

TOTAL  REOUIREHENTS 

1894  APPR0PRUT10N 


Detailed 
Perm.  Pos-       Amowit 


Sumnraiy 
-  Pos.       Amount 


S16.105 
(300) 


(*t01) 
g13) 


P14) 


117 
188 
66 

(89 

125 

16 

40 

29 

245 

51 

8 

1 


1 

0 

890 

0 

S7S 

214 

16,381 

0 

2.000 

214 

18.381 

214 

18.381 

18 
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ECONOMIC  DEVELOPMENT  ADMINISTRATION 


The  Economic  Development  Administration  (EDA)  provides  grants  for  public  works  and 
development  facilities,  planning  and  coordination  and  other  financial  assistance  that  will  help 
reduce  substantial  and  persistent  unemployment  in  economically  distressed  areas.  In  1994,  EDA 
will  continue  to  encourage  patterns  of  development  that  maximize  the  utilization  of  the  Nation's 
manpower  and  capital,  protect  the  environment,  and  alleviate  the  adverse  impact  caused  by 
technological  changes,  structural  decline,  economic  dislocation,  and  natural  disasters.  EDA 
objectives  are  accomplished  through  several  programs: 

Planning  grants  encourage  and  support  local  development  organizations  with  the  mission  of 
empowering  states  and  communities  to  design  and  implement  effective  economic  development 
policies  and  programs. 

Technical  assistance  grants  provide  for  local  feasibility  and  industry  studies,  natural  resource 
development  and  export  promotion.  At  the  national  level,  grants  provide  for  studies  of  topical 
issues  such  as  technology  transfer  and  business  financing.  In  addition,  EDA  provides  funding  for  a 
network  of  University  Centers  that  offer  technical  assistance  to  clients  outside  the  sponsoring 
institution. 

Development  grants  provide  for  infrastructure  projects  that  foster  the  establishment  or  expansion 
of  industrial  and  commercial  businesses  providing  long-term  employment  to  the  unemployed 
or  underemployed  residents  of  communities  experiencing  high  unemployment,  low  per-capita 
income,  and  outmigration. 

Economic  adjustment  grants  provide  a  package  of  assistance  tools  to  help  communities 
counteract  either  a  gradual  erosion  or  sudden  dislocation  of  their  local  economic  structure. 

Research,  evaluation  and  demonstration  funds  are  used  to  support  studies  of  national  and 
regional  economic  and  industrial  trends  that  will  increase  knowledge  about  the  causes  of 
economic  distress  and  approaches  to  alleviating  such  problems. 

The  Trade  Adjustment  Assistance  Program,  which  provides  technical  assistance  to  firms  injured  by 
imports,  is  proposed  for  termination  in  FY  1994.  The  Department  of  Commerce  will  continue  to 
provide  assistance  to  affected  firms  through  existing  Commerce  programs  such  as  EDA's 
University  Centers,  the  NIST  Manufacturing  Technology  Centers  and  MBDA's  Minority  Business 
Development  Centers. 
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APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1992 

1993 

1994 
Estimate 

Increase 
(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  expenses 

$27,632 

$27,118 

$30,151 

$3,033 

Economic  development 
assistance  programs  (EDAP) 

301.836 

217,000 

223,150 

6,150 

Economic  development 
guaranteed  loans 


2,414 


Economic  development 
revolving  fund  (rescission 
of  unobligated  balance) 

(3,000) 

0 

0 

0 

TOTAL  APPROPRIATION 

328,882 

244.118 

253,301 

9,183 

Reappropriation  (EDAP) 

100 

0 

0 

0 

Transfers  Pursuant  to  P.L  103-395 

Salaries  and  Expenses 
EDAP 

0 
0 

(1.356) 
(4.957) 

0 

0 

0 
0 

TOTAL  BUDGET  AUTHORITY: 
Pending  Supplemental 

328.982 

237,805 
93.922 

253.301 

15.496 

20 
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PERMANENT  POSITIONS 


1994 

Increase 

Appropriation: 

1992 

1993 

Estimate 

(Decrease) 

Salaries  and  expenses 

357 

375 

375 

0 

Economic  development 

guaranteed  loans 

^^^ 

18 

^^^ 

0 

0 

0 

TOTAL: 

375 

375 

375 

0 

HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 

lncrease/(Decrease) 

Permanent 

Permanent 

Positions 

Amount 

Positions               Amount 

Salaries  and  expenses  375  $27,151  0  $3,000 

Funds  are  requested  to  strengthen  grants  administration,  increase  budget,  program  and 
management  analysis,  and  expand  the  focus  on  defense  economic  conversion  {0  pos.;  +$1 ,250). 
Enhance  management  information  systems  which  have  not  had  a  major  upgrade  since  the  late 
1970's  (0  pos.;  +$1 .750).  It  is  estimated  that  the  conversion  will  result  in  cost  savings  in  grants 
administration  of  over  $500  thousand. 

Economic  development 
assistance  programs  0  203,870  0  19,280 

The  Administration  proposes  to  terminate  the  Trade  Adjustment  Assistance  Centers  in  FV  1994 
(0  pos.;  -$13,720).  Continued  assistance  to  impacted  firms  will  be  available  through  other 
Commerce  programs  such  as  EDA's  University  Center  Program,  MBDA's  Minority  Business 
Development  Centers,  NIST's  Manufacturing  Technology  Center  Program  and  ITA's  district  offices. 

A  direct  appropriation  for  EDA  is  requested  to  allow  EDA  to  support  the  economic  diversification  of 
communities  injured  by  defense  reductions  (0  pos.;  +$33,000).  Grants  will  be  awarded  to  assist 
communities  begin  planning  following  the  announcement  of  procurement  cutbacks,  closing  of 
Department  of  Energy  defense  related  labs,  or  completion  of  the  Base  Closure  Commission's 
decisions,  and  to  implement  base  reuse  plans.  The  investment  request  is  contigent  upon  enactment 
of  an  omnibus  budget  reconciliation  act  that  contains  the  President's  deficit  reduction  package. 
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Comparison  of  Appropriation  by  Activity 


ECONOUIC  DEVELOPMEKT 
ADMINlsntATION 

Sahri— ■nd  g»panie» 

DIRECT  08UGAT10WS: 
Economic  dmmlopmaat  mMua.tmnc^ 
progiam: 

Executive  direction 
Program  operations 
Program  support 
Regional  operations 

TOTAL  DIRECT  0BUGAT10NS: 

RQMBURSABLE  0BUGAT10NS: 

TOTAL  0BUGAT10NS: 
Fgrnncinq: 

Offsetting  collectiora  from: 
Federal  funds 
Subtotal,  financing 

TOTAL  BUDGET  AinMORTTY: 


1flS3 

CurrentlY  AvBilat>le 

Penn.  Pos.       Amount 


1994 

Base 


Perm  Pos        Amourrt 


1994 

Esbmate 


Perm.  Pos        Amount 


Increase/ 

{Decrease) 


Perm  Pos.       Amount 


22 

$1,488 

22 

t1,S93 

22 

$1,593 

0 

0 

74 

4J77 

74 

4,632 

74 

4.632 

0 

0 

6S 

7.009 

65 

7.062 

65 

10.062 

0 

«,000 

214 

12.888 

214 

375 

13.864 
27.151 

214 
375 

13,864 

0 

0 

375 

25,762 

30,151 

0 

3.000 

0 

2.652 

0 

1.650 

0 

1.650 

0 

0 

P.652) 


(2.652) 


(1,650) 


(1.650) 


Las*  Tranafar  PufBtanl  to  P.L  102- 
TOTAl  APPROPBATION: 


1.356 


27.118 
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Summary  of  Changes  from  1993  Appropriation 


ECONOMIC  DEVELOPMENT 
ADMINISmA'nON 
Sahiias  and  aHpeiws 

Budget  Authorty  as  shown  in  1994  President's  Budget.  1993 
Transfers  Pursuant  to  PL.  102-395 

Appropriation  currentty  available.  1993 


1994  Estimate 


Detailed  Summary 

Perm.  Pos.       Amount  Perm  Pos        Amount 

375  $25,762 

0  1.356 


375 


27.118 


ADJUSTMEKTS  TO  BASE: 

ADJUSTMEMTS: 

Grant  AdminctiBtion  Savings 
Subtotal,  adjustments 

OTHEH  CHANGES: 

Additional  amount  in  FY  1994  to  provide  lull-year  cost  of  1993  pay  increase 

Within -grade  step  increases 

Civil  Service  Retirement  System  (CSRS) 

Federal  Employees  Retirement  System  (FERS) 

"nirill  Savings  Plan 

Federal  Insurance  Contributions  Act  (FICA)  -  OASO 

Health  insurance  premium 

Employees'  Compensation  Fund 

Travel:  • 

Per  Diem 
Rental  payments  to  GSA 
Communicatiora.  utilities  &  misc  charges: 

Other  telephone 
Printing  and  reproduction 
Other  services 

Working  Capital  Fund 
Supplies  and  materials 
Subtotal,  other  cost  changes 

TOTAL.  AOJUSniENTS  TO  BASE 

1994  base 
Program  changes 

TOTAL  REQUIREMENTS 


(S516) 


192 
135 
(14) 
2S 
4 
19 
63 
36 

10 
73 

18 
2 

(17) 
3 


(516) 


375 

0 


27.151 
3.000 


30.151 


1994  APPROPHMTION: 
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Comparison  of  Appropriation   by  Activity 


ECONOMIC  OEVELOPUEKT 
ADMINISTRATION 


progmns 
DIRECT  OBUGATIONS: 
Public  Worts 
Ptanning  aaajstence: 


TOTAL  DIRECT  OBUGATIONS 
REIMBURSABLE  OBUGATIONS 

TOTAL  OBLIGATIONS 

HNANCINO: 

Ofls«tting  Collaclions  from: 
Federal  Funds 

Unobligated  balance,  start  d  year 
Unobligated  tialance.  end  of  year 
SubtoM.  financing 

TOTAL  BUDGET  AUTHORnV: 

Plus  Transfers  Pursuant  to  P.L  102-395 

TOTAL  APPR0PRMT10N: 


1993 

1994 
Base 

1994 
Estimate 

Increase/ 
(Decrease) 

Perm.  f>os        Anwont 

Perm  Pos        Amount 

Perm.  Pos        Amount 

Perm.  Pos.       Amount 

0 

t1S4,384 

0 

t135.385 

0 

S135.385 

0 

0 

0 

17,353 

0 

17.353 

0 

17.353 

0 

0 

0 

2.901 

0 

2.901 

0 

2.901 

0 

0 

0 

1.933 

0 

1.933 

0 

1.933 

0 

0 

0 

2.583 

0 

2.583 

2.583 

0 

0 

0 

24.770 

0 

24.770 

0 

24.770 

0 

0 

0 

0 

0 

0 

0 

33.000 

0 

$33,000 

0 

9.000 

0 

10.420 

0 

10.420 

0 

0 

0 

94.575 

0 

20.575 

0 

20.575 

0 

0 

0 

13.720 

0 

13.720 

0 

0 

0 

(13.720) 

0 

0 

0 

500 

0 

500 

0 

0 

0 

296.449 

0 

205.370 

0 

224.650 

0 

19.280 

0 

128.597 

500 

500 

0 

0 

(80.500) 

0 

(500) 

0 

(500) 

0 

(135.982) 

0 

(3.479) 

(3.479) 

0 

3,479 

0 

1.979 

0 

1.979 

0 

(213.003) 

0 

(2.000) 

0 

(2.000) 

0 

212.043 

0 

203.870 

0 

223.150 

0 

4.957 

0 

0 

0 

0 

0 

217,000 

0 

203.870 

0 

223.150 
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Summary  of  Changes  from  1993  Appropriation 


ECONOMIC  DEVELOPMENT 

ADMINISTHATION 
Economic  deygtopmem  aaaiatence 


1994  Estimate 


Budget  Authorty  available  as  shown  in  1994  President's  Budget.  1993 
Proposed  Transfeis  Not  Approved  Pursiant  to  PL.  102-395 
Budget  Auttiority  Currently  Available.  1993 
Translers  Approved  Pursuart  to  P  L   102-395 
Appropriation,  1993 

ADJUSTMENTS  TO  BASE: 

OTHER  CHANGES: 

Continuation  of  Adjustment  to  FY  1993  operating  level 

TOTAU  ADJUSTMENTS  TO  BASE 

1994  base 

1994  Savings  -  Trade  Ad)uslment  Assistance  Program  Reduction 
1994  Investment  Program 

TOTAL  REQUIREMENTS 
19B4  APPR0PRMT10N: 


Detailed  Summary 

Perm  Pos        Amount  Perm  Pos        Amount 


$206,150 
5.893 


212.043 
4.957 


(13.1301 


0 

(13.130) 

0 

203.870 

0 

(13.720) 

0 

33.000 
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BUREAU  OF  THE  CENSUS 


The  Bureau  of  the  Census  collects,  compiles  and  publishes  a  broad  range  of  current  and  periodic 
statistics  including  economic,  social  and  demographic  data  on  population,  housing,  agriculture, 
governments,  foreign  trade,  manufacturing,  construction,  mineral  industries,  and  retail,  wholesale, 
and  service  trades. 

The  Salaries  and  Expenses  appropriation  provides  for  monthly,  quarterly  and  annual  surveys,  and 
other  programs  which  require  a  constant  annual  funding  level. 

The  Periodic  Censuses  and  Programs  appropriation  provides  for  decennial  and  quinquennial 
censuses,  and  other  programs  which  are  cyclical  in  nature.  Additionally,  individual  surveys  are 
conducted  for  other  Federal  agencies  on  a  reimbursable  basis. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERAL  FUNDS: 

Appropriation: 


1992 


1993 


Salaries  and  expenses 

Periodic  censuses  and 
programs 

TOTAL  BUDGET  AUTHORITY 


290,290 


3,405 


P.'WS) 


1994 

Estimate 


Salaries  and  expenses 

$125,290 

$123,955 

$140,798 

Periodic  censuses  and 

programs 

165.000 

173,300 

130,918 

TOTAL  APPROPRIATION 

290.290 

297,255 

271,716 

Transfers: 

297,255 


271,716 


Increase/ 
(Decrease) 


$16,843 


(42.382) 
(25,539) 


(3,405) 


3.405 


(25,539) 
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PERMANENT  POSITIONS 

1994  Increase/ 

1992  1993                 Estimate             (Decrease) 

Salaries  and  expenses                            2,066  2,041                     2.361                       320 
Periodic  censuses  and 

programs                                                            2,149  2,655                           1,880                             (775) 

TOTAL:                                                                   4,215  4,696                           4,241                             (455) 


HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Salaries  and  Expenses 

Current  Economic  Statistics  i,469  $82,089  109  $5,058 

FY  1 994  increases  support  the  Economic  Statistics  Initiative.  The  components  will  expand  and 
improve  service  statistics  (+45  pos.;  +$2,171)  and  construction  statistics  (+32  pos.;  +$1,300).  In 
addition  to  the  $5,058  in  proposed  increases,  adjustments  to  base  also  include  funds  for 
components  of  the  Economic  Statistics  Initiative  approved  in  FY  1992:  improved  service  sector 
statistics  (+32  pos;  +$1,577)  and  Standard  Industiial  Code  (SIC)  research  (+2  pos.;  +$100). 
These  initiatives  will  provide  annual  statistics  on  minority  and  women  owned  businesses  and  are 
designed  to  augment  the  data  currently  collected  every  tive  years  as  a  part  of  the  Economic 
Censuses  (+ 1 7  pos;  +$1 ,377).    These  requests  will  also  consolidate  funding  for  the  Federal  Audit 
Clearinghouse,  operated  by  the  Census  Bureau  as  the  Executive  Agent  for  0MB.  The 
clearinghouse  provides  for  the  collection,  review  and  analysis  of  audit  reports  of  local 
governments  and  nonprofit  organizations  (+20  pos;  +$600).  Decreases  will  reduce  the  frequency 
of  Census  reports  relating  to  cotton  and  soybean,  and  sunflower  oilseeds  from  monthly  to 
quarterly  (-5  pos.;  -$390). 
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Base 

lncrease/(Decrease) 

Permanent 

Permanent 

Positions 

Amount 

Positions                  Amount 

Periodic  Censuses  and 
Programs 

Year  2000  decennial  census  317  $19,288  53  $3,834 

Support  the  design  and  development  of  the  automated  systems  required  to  conduct  the  test 
decennial  census  operation,  including  data  collection  systems  (+20  pos.;  +$1 ,382).  The  decision 
date  for  selecting  the  design  alternatives  for  the  1995  test  census  requires  that  all  of  these  activities 
be  accomplished  on  a  very  compressed  time  schedule.  FY  1994  is  the  first  year  of  the  cycle  for 
operational  preparation  for  the  2000  decennial  census.  Support  preparatory  work  which  must  be 
accomplished  regardless  of  the  design  selected  (+33  pos.;  +$2,452).  These  preparatory  activities 
are  independent  of  the  research  and  development  program.  Starting  this  work  in  FY  1994  is 
essential  to  the  decisions  required  on  the  procurement  of  automation  hardware  and  for  the 
development  of  supporting  software. 

Geographic  support  286  17,962  95  e.ooo 

This  program  increase  will  allow  for  the  management  of,  in  an  automated  format,  a  continuously 
updated  and  increasingly  accurate  map  base  that  includes  the  correct  mailing  address  and 
geographic  location  of  housing  units,  group  quarters,  farms,  businesses,  and  industrial 
establishment.  This  computer  file  will  provide  address  lists  to  serve  as  the  coverage  control  and 
sampling  frame  for  approved  statistical  activities.  The  Bureau  will  build  partnerships  with  the 
United  States  Postal  Service,  state  and  local  governments,  and  other  agencies  and  organizations 
that  share  its  concern  for  having  current  and  correct  geographic  and  address  information 
(+85  pos.;  +$5,500).  This  initiative  will  also  collect  boundary  and  annexation  information  not 
collected  in  FY  1993  due  to  budget  reductions.  (+ 10  pos.;  +$500) 

Data  Processing  Systems  o  8,003  o  1  ,ooo 

This  request  will  provide  uninterruptible  power  supplies,  emergency  generators  and  power 
distribution  units  necessary  to  operate  the  new  computer  facility  in  Bowie,  Md. 
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Comparison  of  Appropriation  by  Activity 


BUREAU  OF  THE  CENSUS 


OmECT  OBUOATIOWS: 
C<TBK  ■igyyi  Mid  lllthtli  ■: 

Current  economic  Itatistics 
Current  dentof^ephic  statistics 
Survey  development  end  data  ser^rfcee 

TOTAL  OmECT  OBUOATIONS: 

RaMBURSABlE  OBUQATIONS: 

TOTAL  OBUOATIONS: 

RNANaNO: 


19S3 
Cierer^ 


Perm-  Pos        Amoura 


Offsetting  coHe).  Uuiii  frant: 


3.6«9 


287.360 


1994 

Bese 


Perm  Pos.       Amount 


I.  Poe.       Amount 


1J42  S77,301  t.4SS 

64S  46,BS4  72» 

54 3.195  54 


Federal  funds 

(1.479) 
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Summary  of  Changes  from  1 993  Appropriation 
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Comparison  of  Appropriation  by  Activity 
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Summary  of  Changes  from  1 993  Appropriation 
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ECONOMICS  AND  STATISTICS  ADMINISTRATION 
ECONOMIC  &  STATISTICAL  ANALYSIS 


Economic  and  Statistical  Analysis  provides  a  spectrum  of  economic  statistics  that  describe  the 
position  of  the  U.S.  economy.  The  provision  of  economic  information  and  analyses  is 
accomplished  through  two  program  activities. 

The  Bureau  of  Economic  Analysis  prepares  and  interprets  the  economic  accounts  of  the  United 
States.  These  accounts  consist  of  the  national  income  and  product  accounts,  summarized  by  the 
gross  domestic  product  (GOP);  the  wealth  accounts,  which  show  the  business  and  other 
components  of  national  wealth;  the  input-output  accounts,  which  trace  interrelationships  among 
industrial  markets;  regional  economic  accounts;  and  the  U.S.  balance  of  payments  and 
associated  foreign  investment  accounts.  This  work  is  supplemented  by  a  system  of  business 
indicators. 

Policy  Support  provides  information  and  analyses  on  the  state  of  the  economy  and  matters 
relating  to  economic  policy,  supports  the  Under  Secretary  for  Economic  Affairs  with  statistical 
coordination,  and  conducts  analyses  of  the  cross -industry  effects  of  economic  developments. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1994 

Increase 

1992 

1993 

Estimate 

(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  expenses 

$40,380 

$39,353 

$49,802 

$10,449 

TOTAL  APPROPRIATION 

40.380 

39.353 

49.802 

10.449 

Transfers: 

Pursuant  to  P.L  102-395 

0 

7.600 

0 

(7,600) 

Total  Budget  Authority 

40.380 

46.953 

49.802 

2.849 

PERMANENT  POSITIONS 

Salaries  and  expenses  604  601  566  (35) 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 


Economic  Analysis 


Permanent 
Positions 

498 


Amount 


$41 ,232 


Increase/fPecreasel 

Permanent 
Positions  Amount 


12 


$3,000 


An  increase  of  $3.0  million  is  requested  to  support  the  Economic  Statistics  Initiative.  This  initiative 
will:  improve  the  quality  of  the  GDP  estimates,  modernize  the  U.S  national  economic  accounts  and 
increase  their  international  comparability  (+7  pos.;  +$1,200);  upgrade  the  international  accounts 
to  better  track  increasingly  complex  and  interrelated  international  markets  for  goods,  services,  and 
capital  (+5  pos.;  +$1 ,000);  and,  develop  and  acquire  new  and  improved  source  data 
(0  pos.;  +$800)  as  supported  by  the  current  and  past  Chairs  of  the  Council  of  Economic  Advisors. 


Comparison  of  Appropriation  by  Activity 
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0 
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72 
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554 
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1994 
Estimate 


Perm.  Pos        Amount 


77 
32 
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0 
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72 
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12 
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0 
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3.000 
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0 
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Summary  of  Changes  from  1 993  Appropriation 
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INTERNATIONAL  TRADE  ADMINISTRATION 


The  International  Trade  Administration  (IT A)  strives  to  increase  the  competitiveness  of  U.S. 
business  in  the  world  economy  by  promoting  U.S.  exports,  fighting  unfair  foreign  trade  barriers, 
and  negotiating  and  implementing  both  multilateral  and  bilateral  trade  agreements.  ITA  objectives 
are  accomplished  through  the  following  four  program  units: 

Trade  Devebpment  (TD)  assesses  the  competitiveness  of  U.S.  industries,  conducts  analyses  on 
international  trade  and  investment,  conducts  export  promotion  programs  and  carries  out  the 
Market  Development  Cooperator  Program  directed  toward  specific  industrial  sectors.  TD  also 
provides  support  for  the  Trade  Promotion  Coordinating  Committee. 

International  Economic  Policy  (lEP)  assists  in  formulation  of  U.S.  bilateral  and  multilateral  trade 
policies,  monitors  the  implementation  of  trade  agreements,  and  provides  counseling  and 
assistance  to  U.S.  businesses  seeking  to  trade  with  specific  countries  or  region. 

Import  Administration  (lA)  protects  American  firms  from  unfair  trade  practices  by  administering 
U.S.  antidumping  and  countervailing  duty  laws,  bilateral  steel  trade  agreements,  the  U.S. -Canada 
Softwood  Lumber  Agreement,  and  the  U.S. -Japan  Semiconductor  agreement. 

The  United  States  and  Foreign  Commercial  Service  (US&FCS)  provides  export  counseling  and 
export  promotion  services  to  U.S.  firms  through  a  network  of  offices  in  45  states  and  68  foreign 
countries.  The  US&FCS  develops  and  distributes  information  products  and  conducts  trade 
shows  and  trade  fairs  overseas. 
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APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1 994  Increase 

1992  1993  Estimate  (Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Operations  &  administration  $209,160  $213,851  $246,333  $32,482 


TOTAL  APPROPRIATION  209,160  213,851  246.333  32.482 

PERMANENT  POSITIONS 

Appropriation: 

Operations  &  administration  2,52i  2,431  2.431  0 

HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 
emianent 

lncrease/(Decrease) 
Permanent 

Positions 

Amount 

Positions               Amount 

Trade  development  46i  $49,762  o  $1,749 

Resources  are  provided  to  fund  an  additional  three  Consortia  of  American  Business  in  the  Newly 
Independent  States  (CABNIS)  grants.  In  FY  1 993.  four  initial  CABNIS  grants  were  awarded 
using  the  Agency  for  International  Development  (A.I.D.)  funds  (0  pos.;  +$1 ,749). 

International  economic  policy  242  18.483  0  6.400 

In  FY  1 993,  lEP  will  continue  the  Special  American  Business  Intern  Training  (SABIT)  program. 
The  SABIT  Program  provides  U.S.  businessmen  and  scientists  the  opportunity  to  share  their 
experience  with  Russian  companies  and  Russian  businessmen  and  scientists  to  gain  hands-on 
experience  in  free  market  economics  while  interning  in  U.S.  companies  (0  pos.;  +$4,200). 
Resources  are  also  requested  to  provide  support  for  the  U.S. -Russian  Business  Development 
Committee  which  will  address  obstacles  to  trade  in  the  NiS  (0  pos.;  +$1 ,500).  lEP  will  also 
continue  to  operate  the  NIS  Business  Information  Service  (BISNIS)  center  which  was  established 
in  FY  1993  using  A.I.D.  resources  (0  pos.;  +$700). 
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U.S.  and  Foreign  Commercial 
Service  (US&FCS) 


1,391 


$130,123 


$10,475 


An  increase  is  requested  to  enable  the  US&FCS  to  restore  lost  overseas  purchasing  power  due  to 
the  decreasing  value  of  the  dollar,  increasing  overseas  inflation  and  increasing  overseas  wages 
(0  pos.;  +$10,475).  These  variables  were  consistently  higher  than  the  FY  1989  through  FY  1992 
adjustment  to  base  for  overseas  wage  and  prices. 


Comparison  of  Appropriation  by  Activity 
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Summary  of  Changes  from  1 993  Appropriation 
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BUREAU  OF  EXPORT  ADMINISTRATION 


The  Bureau  of  Export  Administration  (BXA)  enforces  U.S.  export  controls  relating  to  national 
security,  foreign  policy,  and  short  supply.  Drawing  its  authority  from  the  Export  Administration  Act 
of  1979  as  amended,  BXA  strives  to  balance  economic  and  national  security  interests  through 
several  programs. 

Management  and  Policy  Coordination  develops,  analyzes,  and  coordinates  policy  initiatives  within 
BXA. 

Export  Administration  determines:  1)  whether  to  approve  or  deny  export  licenses  for  controlled 
goods  and  technology:  2)  the  technical  parameters  of  controlled  goods  and  technology;  and,  3) 
the  foreign  availability  of  controlled  goods  and  technology.  It  also  drafts  regulations  and  represents 
BXA  in  interagency  and  international  forums  relating  to  export  controls. 

Export  Enforcement  detects  and  prevents  the  illegal  export  of  controlled  goods  and  technology 
in  violation  of  U.S.  export  control  laws. 

Industrial  Resource  Administration  ensures  the  availability  of  industrial  resources  for  national 
defense  under  the  authority  of  the  Defense  Production  Act 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERAL  FUNDS 

Appropriation: 

Operations  &  administration 

TOTAL  APPROPRIATION 


1992 


1993 


$39.450 
39.450 


$41.015 
41,015 


1994 
Estimate 


$34.747 
34.747 


Increase/ 
(Decrease) 


($6.268) 
(6.268) 


PERMANENT  POSITIONS 

Appropriation: 

Operations  &  administration 


488 


442_ 


319 


(123) 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


A  reduction  of  staff  and  resources  (-116  pos.;  -  $6,459)  is  made  possible  by  the  recent  decrease 
in  workload.  Emphasis  will  be  placed  on  increasing  efforts  to  conclude  bilateral  and  multilateral 
agreements  to  control  technology  exports  to  unstable  countries.  The  reductions  will  be  distributed 
across  the  four  programs  as  follows: 

Base  Increase/fPecrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 


Management  & 
policy  coordination 

Export  administration 

Export  enforcement 

Industrial  resource  administration 


19 


$1,656 


(4) 


($174) 


239 

20.882 

(75) 

(4.216) 

155 

16.026 

(28) 

(1.516) 

ition          29 

2.642 

(9) 

(553) 

Comparison  of  Appropriation  by  Activity 
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Summary  of  Changes  from  1993  Appropriation 
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MINORITY  BUSINESS  DEVELOPMENT  AGENCY 


The  Minority  Business  Development  Agency  (MBDA)  coordinates  Federal  efforts  to  develop  and 
strengthen  new  and  existing  minority  businesses.  On  a  cost- sharing  basis,  MBDA -funded 
Minority  Business  Development  Centers  (MBDCs)  provide  management  and  technical  assistance 
to  minority  entrepreneurs.  MBDA  also  conducts  resource  development,  advocacy,  research  and 
information  programs. 

To  meet  the  growing  needs  of  minority  businesses  in  FY  1994,  the  Administration  proposes  to 
strengthen  MBDA's  Enterprise  Development  programs  through  the  expansion  of  the  Minority 
Enterprise  Grov/th  Assistance  Center  initiative  into  other  regions.  These  centers  will  provide 
minority  businesses  a  broader  array  of  services  than  the  traditional  BDC  including:  franchising, 
capital  development,  intemational  trade,  construction  management,  and  computer  training. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 

1994 

Inaease/ 

1992 

1993 

Estimate 

(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Minority  business  development         $42,500 

$37,889 

$45,381 

$7,492 

TOTAL  APPROPRIATION                 42.500 

37,889 

45.381 

7.492 

Pending  Supplemental 

1.878 

PERMANENT  POSITIONS 

Appropriation: 

Minority  business  development  216  209  208 
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HIGHUGHTS  OF  PROGRAM  CHANGES 


Permanent 
Positions 


Amount 


lncrease/(Decrease) 

Pemianent 
Positions  Amount 


Enterprise  Development 


148 


$34,618 


$5,000 


The  requested  increase  will  fund  up  to  three  additional  MEGA  Centers  in  R^  1994  (0  pos.; 
+$5,000).  MEGA  Centers  will  enhance  the  level  of  management  and  technical  assistance  to 
minority  business  entrepreneurs  by  better  coordinating  its  services  with  other  providers  such  as 
the  SBA.  expanding  marketing  and  outreach,  and  utilizing  state-of-the-art  computer  technology 
and  databases. 
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Summary  of  Changes  from  1993  Appropriation 
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UNITED  STATES  TRAVEL  AND  TOURISM 
ADMINISTRATION 


The  United  States  Travel  and  Tourism  Administration  (USTTA)  coordinates  the  Federal  role  in 
international  tourism.  The  goal  of  USTTA  is  to  increase  travel  to  the  U.S.  by  carrying  out  trade 
development,  trade  policy,  and  statistical  research  programs  designed  to  increase  the  American 
travel  industry's  awareness  of  the  intemational  market  facilitate  entry  of  medium  and  small  sized 
travel  firms  into  the  market,  and  eliminate  barriers  to  market  entry  for  those  companies.    In 
FY  1994,  USTTA  will  generate  $3  million  in  revenues  for  the  General  Fund. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1992 

1993 

1994 
Estimate 

Increase/ 
(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  expenses 

$17,480 

$19,208 

$20,298 

$1,090 

TOTAL  APPROPRIATION 

17.480 

19.208 

20.298 

1,090 

PERMANENT  POSITIONS 

Appropriation: 

Salaries  and  expenses 


94 


94 


96 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 

Permanent 
Positions 


Amount 


lncrease/(Decrease) 

Permanent 
Positions  Amount 


International  tourism 
development  79  $15,195  2  $2,500 

Resources  are  required  to  provide  grants  to  support  the  Cooperative  Tourism  Marketing  Programs 
of  state,  local  and  non-profit  organizations. 


Comparison  of  Appropriation   by  Activity 
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Summary  of  Changes  from  1 993  Appropriation 


U.S.  thavel  ano  touimm 

AOHIMSTTMTION 
SMhriMMWtnlilw 

Appropnalion.  1093 

ADJUSTOBITS  TO  BASE: 

ADJUSTMBITB: 

Disaaar  naM  AisiuuKa 
AitodnWmlM  Saving 
FTEnadudion 
SuMoU.  a^uatnwxli 

OTHER  CMAWOES: 

AddMonal  amount  In  PnW4  Id  pioMdaUI-yaHcaat  a(19B9Payll 

WilMn-^gradB  step  incraAMs 

Civil  S«fvic«  R«ttii>i<  System  (CSRS) 

FMtoral  Lfnpl^fCMS  Rslranwnt  System  (FERS) 

ThrilSavingi  Pten 

FMtoraJ  tnauranca  Confiibubona  Act  (ROV  -  OASO 


Pwrn.  Pd>.       Aiiwtfit 


Summaw 
Pafm.  Pos.       Amount 


(13.000) 

(not 

(123) 


(3.823) 


Empteyaai'  Companaation  Ft«id 
Traval: 

Par  nam 
RmW  paymanii  10  OSA 
ComnuMtifalWTna.  utMiaa  andintac 
Printtn^and  lapuHiwttuu 
Olharaanricaa: 

Wortdng  Capital  Fund 

Otfiaraanrfcaa 


3S 
4 
10 
tt 

M 

n 

72 

2 


Ovaraaaa  prtca  Inciaasa 
FAASCoata 


TOTAI,  ADJUSTMBITB  TO  BASE 


Preflmn  dwnon 
TOTAL  REOMRBIENTS 


212 

3 

aa 

ei* 

1.140 

0 

2.413 

0 

(1.410) 

S4 

17.798 

2 

2.S00 

48 


54 


NATIONAL  OCEANIC  AND  ATMOSPHERIC 
ADMINISTRATION 


The  National  Oceanic  and  Atmospheric  Administration's  (NOAA)  basic  programs  are  grouped  into 
six  areas:  National  Ocean  Service;  National  Marine  Fisheries  Service;  Oceanic  and  Atmospheric 
Research;  National  Weather  Service;  National  Environmental  Satellite,  Data,  and  Information 
Service;  and  Program  Support.  In  addition,  NOAA  is  responsible  for  managing  a  number  of  other 
program  related  accounts. 

National  Ocean  Service  (NOS): 

Provides  for  the  management  of  ocean  and  coastal  resources,  particularly  in  the  200-mile  Exclusive 
Economic  Zone  (EEZ),  and  for  improvements  in  quality,  quantity,  geographic  distribution  and  timeliness 
of  ocean  observations.  Mapping  and  charting  activities  produce  aeronautical  and  nautical  charts  and 
supporting  documents  which  are  compiled  and  sold  to  the  public  and  other  Federal  agencies. 
Understanding  of  the  coastal  environment  is  enhanced  through  the  coastal  science  and  the  coastal  zone 
management  programs.  NOAA  also  acquires  and  manages  marine  and  estuarine  sanctuaries  of  national 
significance. 

National  Marine  Fisheries  Service  (NMFS): 

Manages  fisheries  within  the  200- mile  EEZ  to  ensure  the  health  of  commercial  and  recreational  fishery 
stocks.  Fishery  stocks  are  surveyed,  catch  data  are  collected,  and  research  is  conducted  to  better 
understand  the  variables  affecting  the  abundance  and  variety  of  marine  resources.  Protection  of 
endangered  marine  species  and  coastal  and  estuarine  fishery  habitats,  enforcement  of  harvest  quotas 
and  regulations,  and  seafood  quality  and  safety  are  also  primary  bureau  activities.  Research  is 
conducted  in  conjunction  with  states  on  interjurisdictional  and  anadromous  fishery  resources. 

Oceanic  and  Atmospheric  Research  (OAR): 

Provides  the  research  and  technique  development  necessary  to  Improve  NOAA  services  (weather 
warnings  and  forecasts,  solar -terrestrial  services,  climate  predictions,  and  marine  services)  and 
the  scientific  basis  for  national  policy  formulation  (e.g.,  climate  and  global  change,  Clean  Air  Act, 
and  ozone  depletion).  Research  is  also  conducted  on  a  wide  range  of  ocean  and  Great  Lakes 
topics  such  as  the  interaction  of  oceans  and  atmosphere,  the  concentration  and  disposition  of 
pollutants  and  fisheries  recruitment. 
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National  Weather  Service: 

Provides  weather  and  flood  warnings  and  forecasts  to  the  general  public  and  other  users.  Weather 
satellites  and,  staffed  and  automated  stations  on  land  and  at  sea  gather  meteorological  observations  of 
the  atmosphere  and  the  earth's  surface.  Based  on  these  observations,  professional  meteorologists 
prepare  warnings  and  forecasts  and  disseminate  them  to  the  public. 

National  Environmental  Satellite.  Data,  and  Information  Service: 

Provides  for  procurement  and  operation  of  the  polar  and  geostationary  environmental  observing 
satellites,  and  management  of  NOAA's  environmental  data  collections.  These  satellites  provide 
meteorological  data  to  the  National  Weather  Service  for  use  in  developing  warnings  and  forecasts. 
Environmental  data  and  information  are  collected  from  NOAA  and  other  sources,  disseminated,  and 
archived  for  future  use. 

Program  Support: 

Operates  the  fleet  of  NOAA  ships  and  research  aircraft  Also  included  are  executive  direction,  the 
Systems  Program  Office,  and  central  administrative  services  whereby  NOAA  provides  centralized 
management  concerning  NOAA  policy  and  planning  objectives,  individual  program  operations,  legal 
counsel,  congressional  relations  and  public  affairs.  NOAA  also  provides  management  services  to 
NOAA/DOC  field  offices  through  the  regional  Administrative  Support  Center  network. 
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APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERAL  FUNDS: 

Appropriation: 

Operations,  research  and 
facilities 

Geostationary  Operational 
Environmental  Satellite 
contingency  fund 

Fleet  modernization,  shipbuilding 
and  conversion 

Construction 

Damage  assessment  and 
restoration  revolving  fund 

Coastal  zone  management  fund 

Fishing  vessel  and  gear  damage 
compensation  fund 

Fisheries  promotional  furnl 

Fisherman's  contingency 
fund 

Fishing  vessel  obligations 
guarantees 

Foreign  fishing  observer 

furKl 
TOTAL  APPROPRIATION 


1992 


$1,461,999 


110,000 


1,000 


1.770 


d-gX) 


1,643,213 


1993 


1994 
Estimate 


$1,526,516 


1.025 


470 


565 


1,654.382 


$1,757,672 


Increase 
(Decrease) 


1.051 


564 


1.862.749 


$231,156 


33.200 

30.000 

23,064 

(6.936) 

34,917 

94,500 

79,063 

(15.437) 

0 

0 

0 

0 

0 

0 

0 

0 

1,281 

1,306 

1,335 

2> 

250 

0 

0 

0 

(470) 
(1) 


200.367 
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TRANSFERS: 

To:  Operations,  research 
and  facilities  (ORF) 

From: 

Promote  and  develop 
fishery  products 

Damage  assessment  and 
restoration  revolving 
fund 

Constaiction 


Fleet  modernization,  shipbuilding 
&  conversion 

Subtotal.  ORF 

Promote  and  develop  fishery 
products  (P&D) 

From: 
Department  of  Agriculture 

To: 
ORF 

Subtotal.  P&D 

From  damage  assessment 
and  restoration  revolving 
fund  (DARRF)  to  ORF 

Unobligated  balance  b'ansfer 
from  Department  of  Interior 

Subtotal,  DARRF 


1992 


$63,100 


6.447 


69,547 


64.113 


pa.iOD) 


1,013 


eB.447) 


1,872 


1993 


$55,000 


76.231 


61.408 


(55.000) 


6.408 


(17506) 


1994 
Estimate 


$61,400 


62.900 


61.400 


(61.400) 


(1.500) 


Increase 
(Decrease) 


$6,400 


17.506 

1.500 

(16.006) 

2.225 

0 

(2,225) 

1,500 

0 

(1.500) 

(13,331) 


(8) 


(6.400) 


(6.408) 


16.006 


(4,575) 


(17,506) 


(1,500) 


16,006 
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TRANSFERS  (continued):  1994  Increase 

1992  1993  Estimate  (Decrease) 

From  construction  to  ORF  so  ($2,225)  so  $2,225 

From  fleet  modernization, 
shipbuilding  &  conversion 
account  to  ORF  0  (1.500)  0  1.500 

Total,  NOAA  Transfers  65.985  61.408  61.400  (8) 

Prepayments  of  borrowing 
outstanding  -  Federal  Ship 
Financing  Fund  (4,354)  000 

Obligation  Limitation: 
Coastal  zone  management 

fund  (2.296)  0  0  0 


Aviation  weather  trust  fund  35,389 


TOTAL  BUDGET  AUTHORITY:  1.702.548  1.715.790  1,924,149  208.358 

(Federal  Funds) 

TRUST  FUNDS: 


TOTAL  BUDGET  AUTHORITY  1,737,937  i,7is,790  1,924,149  208,3S8 

(All  Funds) 

Pending  Supplemental  ao,773 
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PERMANENT  POSITIONS 


Appropriation: 


59 


1 994  Increase 

1992 1993 Estimate (Decrease) 


Fleet  modernization, 

shipbuilding  and 

conversion 

IS 

16 

16 

Construction 

21 

5 

5 

Coastal  zone  management  fund 

0 

0 

0 

Fisheries  promotional  fund 

1 

0 

0 

Operations,  research  and 

facilities  11,988  12.2S7  1 2,366  109 


0 
0 
0 
0 

Promote  and  develop 
American  fisheries  7  7  o  (o 

Fishing  vessel  and  gear  damage 

compensation  fund  4  4  4  0 

Fisherman's  contingency 

fund  1110 

Foreign  fishing  observer 

fund  3  s  5  0 

Fishing  vessel  obligations 

guarantees  o  o  o  o 

Federal  ship  financing 

fund  a^  0^  o  o 

TOTAL:  1 2.069  12,29S  12.397  102 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


National  Ocean  Service 

Mapping,  charting,  and 
geodesy 


Base 

Permanent 
Positions 


451 


Amount 


$50,368 


Increase/tPecrease) 

Permanent 
Positions 


(31) 


Amount 


($2,22B) 


An  increase  is  requested  to  maintain  the  National  Geodetic  Survey  at  its  current  operating  level 
(0  pos.;  +$2,500).  Decreases  are  requested  for  moving  the  printing  function  from  the  National  Ocean 
Service  to  a  contractor  (-31  pos.;  -$2,500);  for  the  South  Carolina  Cooperative  Geodetic  Survey 
(0  pos.;  -$554);  and  the  geodetic  land  information  system  (Opos.;  -$1,674). 


Observation  and  assessment 


411 


50.555 


(665) 


An  increase  is  requested  to  maintain  the  National  Water  Levels  Observation  Network  at  its  current 
operating  level  (0  pos.;  +$1 ,000).  Decreases  are  requested  for  the  Chesapeake  Bay  observation  buoys 


(0  pos. 
(0  pos. 
(0  pos. 


-$400),  California  coastal  obsen/ation  buoys  (0  pos.;  -$140);  Institute  for  Marine  Engineering 
-$500);  marine  protective  structures  (0  pos.;  -$100);  New  York  Harbor  water  quality  model 
-$75);  and  the  Maui  algal  bloom  crisis  (0  pos.;  -$450). 


Ocean  and  coastal 
management 


108 


51,900 


(1,104) 


Decreases  are  requested  for  the  Charleston,  SC  special  area  management  plan  (0  pos. 
and  state -specific  marine  sanctuary  studies  (0  pos.;  -$144). 


-$960); 
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National  Marine  Fisheries  Service 

Information  Collection  and 
Analysis  i,46i  $124,932  0  $3,948 

An  increase  is  requested  to  maintain  critical  activities  in  support  of  the  collection,  analysis  and 
dissemination  of  the  information  required  for  the  management  of  the  Nation's  living  marine  resources 
(0  pos.;  +$7,484).  This  increase  specifically  will  permit  NMFS  to  provide  the  data  necessary  to 
implement  existing  fisheries  management  plans,  protected  species  data  collection  and  to  maintain 
ongoing  programs. 

No  funding  is  requested  for  the  following  projects  or  programs:  oyster  disease  research 
(0  pos.;  -$1,500);  Stuttgart  aquaculture  (0  pos.;  -$576);  Hawaii  stock  management  (0  pos.;  -$500); 
Hawaiian  monk  seals  (0  pos.;  -$520);  Center  for  Shark  Research  (0  pos.;  -$140);  and  Atlantic  bluefin 
tuna  research  (0  pos.;  -$300). 


Conservation  and 
Management  Operations  ss9  70.343  0  1,307 

An  increase  Is  requested  to  enable  NMFS  to  continue  implementing  fisheries  management  plans, 
recovery  and  conservation  efforts  for  protected  species,  and  the  enforcement  of  laws  and  regulations 
(Opos.;  +$3,407). 

Decreased  funding  is  requested  for  the  International  Fisheries  Commission  (0  pos.;  -$700). 

No  funding  Is  requested  for  the  following  projects  or  programs:  Columbia  River  smolt/squawfish 
(0  pos.;  -$112);  Pribilof  Islands  (0  pos.;  -$300);  Beluga  Whale  Committee  (0  pos.;  -$192);  fishery 
observer  training  (0  pos.;  -$96);  and  the  East  Coast  observer  training  (0  pos.;  -$700). 


State  and  Industry 
Assistance  Programs  220  23,458  0  55 

An  increase  is  requested  in  the  fisheries  development  program  to  maintain  critical  seafood  safety  and 
trade  support  activities  (0  pos.;  +$1 ,009). 

No  funding  is  requested  for  the  following  projects  or  programs:  anadromous  fishery  project 
(0  pos.;  -$186);  and  the  export  strategies/Mahi  Mahi  program  (0  pos.;  -$768). 
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Oceanic  and  Atmospheric  Research 

Climate  and  air  quality  research  370  $80,926  0  $27,996 

An  increase  is  requested  for  long  term  climate  and  air  quality  research  (0  pos.;  +$  2,396)  to  continue 
NOAA's  global  greenhouse  gas  measurements  program  and  to  address  scientific  issues  associated  with 
the  Clean  Air  Act  Amendments  of  1990.  Investment  increases  are  also  requested  for  two  FCCSET 
initiatives:   (1)  High  Performance  Computing  and  Communications  (0  pos.;  +$2,600)  which  will  allow 
NOAA  to  improve  weather  forecasts  and  climate  predictions,  and  (2)  the  U.S.  Global  Change  Research 
Program,  of  which  NOAA's  Climate  and  Global  Change  Program  plays  a  critical  role  (0  pos.;  +$23,000) 
in  supporting  climate  research  and  the  International  Research  Institute  for  Climate  Prediction.    The  latter 
two  increases  are  investment  requests  contingent  upon  the  enactment  of  an  omnibus  budget 
reconciliation  act  that  contains  the  President's  deficit  reduction  package. 


Atmospheric  programs  385  42.332  0  (229) 

An  increase  is  requested  for  weather  research  (0  pos.;  +$2,340)  to  provide  an  integrated  program  of 
developing  new  atmospheric  observing  technologies  and  advanced  predictive  tools  geared  toward 
increasing  the  accuracy  of  weather  warnings  and  forecasts.  An  increase  is  also  requested  for  solar 
terrestrial  services  and  research  (0  pos.;  +$442)  to  allow  full  operation  (24  hours/day,  7  days/week)  of 
NOAA's  Space  Environmental  Services  Center  which  provides  space  weather  data,  and  warnings  and 
forecasts  to  a  broad  user  community  of  government  agencies,  industry,  and  private  individuals. 

No  funding  is  requested  for  the  following  projects  or  programs:  federal/state  weather  modernization 
grants  (0  pos.;  -$2,639);  and  the  southeastern  storm  research  program  (0  pos.;  -$372). 


Ocean  and  Great  Lakes 
programs  217  80,826  0  (17,754) 

Increases  are  requested  for  marine  prediction  research  (0  pos.;  +$422)  and  the  Regional  Marine 
Research  Program  (0  pos.;  +$2,100)  to  allow  NOAA  to  continue  the  study  of  environmental  factors 
affecting  marine  resources,  to  provide  the  foundation  for  environmental  management  activities  on  critical 
coastal  quality  issues,  and  to  support  application  of  valuable  new  remote  sensor  data  streams  to  these 
problems. 

Decreased  funding  is  requested  for  the  National  Undersea  Research  Program  (0  pos.;  -$13,885). 

No  funding  is  requested  for  the  following  projects  or  programs:  Sea  grant  -  zebra  mussel 
(0  pos.;  -$2,800);  the  Southeast  Florida  &  Caribbean  recruitment  studies  (0  pos.;  -$1,000);  GLERL 
zebra  mussel  (0  pos.;  -$911);  Lake  Champlain  study  (0  pos.;  -$190);  Pacific  island  technical  assistance 
(0  pes.;  -$190);  and  the  National  Coastal  Resources  Institute  (0  pos.;  -$1 ,300). 
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National  Weather  Service 

Operations  and  research  4.683  $401,359  284  $71,897 

Additional  funds  are  required  for  the  National  Weather  Service  to  maintain  current  service  levels  during 
modernization  as  stipulated  in  P.  L.  102-567  (0  pos.;  +$20,348).  Additional  funds  and  personnel  are 
required  as  an  investment  to  continue  the  Modernization  and  Associated  Restructuring  Demonstration 
and  Implementation  program  to  prepare  for  the  multi-site  operational  demonstration  during  FY  1996 
(+284  pos.;  +$52,497).  The  latter  increase  is  an  investment  request  contingent  upon  the  enactment  of  an 
omnibus  budget  reconciliation  act  that  contains  the  President's  deficit  reduction  package. 

Decreases  are  proposed  as  follows:  reduce  data  buoy  engineering  and  test  activities  (0  pos.;  -$518); 
cancel  three  mountain  weather  observatory  contracts  (0  pos.;  -$190);  and  discontinue  funding  the  repair 
of  the  Samoa  facilities  (0  pos.;  -$240). 


Systems  acquisition  146  125,751  0  74.093 

Continued  production  and  installation  of  Next  Generation  Weather  Radar  (NEXRAD)  units 
(0  pos.;  +$40,589);  continued  production  and  deployment  of  the  Automated  Surface  Observing  Systems 
(ASOS)  program  (0  pos.;  +$625);  development  of  the  Advanced  Weather  Interactive  Processing 
System  (AWIPS)  and  NOAAPort  (0  pos.;  +$29,746);  and  continue  supercomputer  operations  at  the 
National  Meteorological  Center  (0  pos.;  +$3,133).  These  increases  are  investment  requests  contingent 
upon  the  enactment  of  an  omnibus  budget  reconciliation  act  that  contains  the  President's  deficit 
reduction  package. 


National  Environmental  Satellite.  Data,  and  Information  Service 

Satellite  observing  systems/ 
data  management  791  349,909  0  79,288 

This  request  includes  increases  for  the  polar -orbiting  satellite  program  (0  pos.;  +$10,043)  and  the 
geostationary  satellite  program  (0  pos.;  +$66,181).  These  changes  are  due  primarily  to  year-to-year 
fluctuations  in  the  activities  and  associated  costs  in  connection  with  launches,  spacecraft  and  ground 
system  procurements.  These  increases  are  investment  requests  contingent  upon  the  enactment  of  an 
omnibus  budget  reconciliation  act  that  contains  the  President's  deficit  reduction  package.  Increases  are 
also  requested  to  continue  critical  operations  necessary  to  provide  products  and  services  to  the  National 
Weather  Service  and  other  data  users  (0  pes.;  +$1 ,782).  as  well  as  for  Environmental  Data  Management 
Systems  to  continue  storing,  managing  and  providing  timely  access  to  environmental  data 
(Opes.; +$1,282). 
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Program  Support 

Administration  and  services  1.363  $73,319  0  $0 

No  changes  are  required  for  this  item. 

Marine  services  ssa  63.181  0  (886) 

Terminating  funding  for  the  marine  electronics  agenda  (0  pos.;  -$700);  and  the  New  England  Science 
Center  (0  pos.,  -$186)  is  proposed. 

Aircraft  services  9S  9.495  0  0 

No  changes  are  requested  for  this  item. 

Other  Appropriation  Accounts 

Coastal  zone  management 
fund  0000 

This  fund  was  established  under  the  Omnibus  Budget  Reconciliation  Act  of  1990  (Put>lic  Law  101  -508, 
Section  6201  -6216)  to  receive  repayments  from  the  coastal  energy  impact  program.  These  payments 
are  used  for  projects  as  authorized  by  section  308  of  the  Coastal  Zone  Management  Act  No  budget 
authority  is  requested  in  FY  1994. 


Fishing  vessel  and  gear 
damage  fund  4  1.33s  0 

This  fund  provides  compensation  to  fishing  vessel  owners  who  sustain  losses  or  damage  to  their 
gear  or  vessels  while  engaged  in  fishing,  provided  that  the  loss  is  attrbutable  to  any  foreign 
vessel,  crew,  or  gear. 
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Fisherman's  contingency  fund  i  $1,051  0  $0 

This  fund  is  used  to  compensate  domestic  fisherman  for  the  damage  or  loss  of  fishing  gear  and 
any  resulting  economic  loss  due  to  natural  or  man-made  obstructions  related  to  oil  and  gas 
development  and  exploration  in  the  outer  Continental  Shelf. 


Foreign  fishing  observer  fund  5  564  0 

This  fund  is  financed  through  fees  collected  from  foreign  governments  with  fishing  vessels  within 
the  exclusive  fishery  jurisdiction  of  the  U.S.  The  fund  is  used  to  pay  salaries,  administrative  costs, 
data  entry  and  other  expenses  associated  with  the  placement  of  observers  aboard  foreign  fishing 
vessels. 


Promote  and  develop... 
American  fisheries  0  6,400  0  (6.400) 

Balances  in  this  fund  are  proposed  to  be  used  to  offset  marine  fishery  resource  programs  in  the 
"Operations,  Research,  and  Facilities"  appropriation  in  FY  1994. 


Fishing  vessel  obligation 
guarantee  fund  0  483  0  (483) 

The  President's  Budget  proposes  termination  of  this  program  in  FY  1994  (0  pos.;  -$483).  This 
program's  objectives  have  been  accomplished  and  continued  funding  is  no  longer  required. 


Damage  assessment  and 
restoration  revolving  fund  0  (Lsoo)  0 

Funds  will  be  transferred  to  the  Operations,  Research  and  Facilities  account  for  purposes  of 
damage  assessment  and  restoration.  This  fund  receives  proceeds  from  claims  against 
responsible  parties  as  determined  through  court  settlements  or  agreements  for  both  damage 
assessment  and  restoration  costs. 
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Fleet  modernization, 
shipbuilding  and 
conversion  i6  $27,594  0  ($4,530) 

Reduced  funding  is  requested  in  order  to  continue  the  modernization  of  NOAA's  fleet  of  22  ships  over  the 
next  1 5  years.  Emphasis  in  the  program  in  the  early  years  will  be  on  repairing  to  extend  service  life,  or 
converting  existing  vessels  where  feasible,  with  replacement  occurring  in  subsequent  years. 


Construction  5  9i,630  0  (1 2,567) 

This  fund  was  created  as  part  of  the  FY  1992  Appropriation  Act  and  represents  the  costs  associated  with 
the  maintenance,  construction,  and  consolidation  of  all  NOAA  facilities.  Also  included  are  costs 
pertaining  to  NOAA's  on-going  environmental  compliance  program.  An  increase  is  required  for 
NEXRAD  Weather  Forecast  Offices  that  will  enable  the  National  Weather  Service  to  meet  contractually 
determined  requirements  (0  pos.;  +$14,651).  This  increase  is  an  investment  request  contingent  upon  the 
enactment  of  an  omnibus  budget  reconciliation  act  that  contains  the  President's  deficit  reduction 
package.  Decreases  are  proposed  as  follows:  Alaska  fisheries  center  (0  pos.;  -$95);  Boston 
Biotechnology  Innovation  Center  (0  pos.;  -$953);  Mystic  CT.  Maritime  Education  and  Research  Center 
(0  pos.;  -$953);  Columbia  River  facilities  (0  pos.;  -$7,822);  University  of  New  Hampshire  Biological 
Science  Center  (0  pos.;  -$14,309);  Multi-species  Aquaculture  Center  (0  pos.;  -$381);  Woods  Hole 
Marine  Biology  Lab  (0  pos.;  -$953);  and  the  Newport  Marine  Science  Center  (0  pos.;  -$1 ,752). 
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Compar 

json  of 

Appropriation  by  Activity 

1 

OPERATIONS.  RESEARCH  AND 
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1994 
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Basa 

Estimate 

(Decrease) 

mahonal  ocean  service: 
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Amoum 

Parm.  Pos          Amount 
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Mapping  and  Charting 
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0 
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0 

0 

0 
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17.788 
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0 
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0 
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0 
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75 

75 

0 
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0 
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80 
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58 
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59 
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0 

0 
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4S0 

0 
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80 
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0 

1«0 


42,915 


41,955 


8,841 
144 

59 
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SO 
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1993 
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1994 
Estimate 
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Ralirad  Pay  Commissioned  Offloera 
Totals 


Utarine  electronics  agenda 
New  En^and  Science  Center 

^     '     *     **        ■  ^  -  —  J-  — - 


TOTAl.  pnOORAIt  SUPPORT 
TOTAL  OmeCT  OeUOATIONS: 
RaMBURSA8LE  OBUOATMNS: 
TOTAL  OeUOATIONS: 


m 

S26.100 

271 

(aj69 

271 

$26,369 

0 

$0 

1.112 

36.000 

1.092 

36.244 

1.092 

39J44 

0 

0 

0 

7.333 

0 

7.706 

0 

7.706 

0 

0 

1J66 

71.433 

1J63 

73,319 

1.363 

73J19 

0 

0 

60J14 

62.295 

62,295 

0 

700 

700 

0 

(TOO) 

166 

6S3 

1»6      . 
63.161 

653 

0 
62^95 

0 

11661 

869 

61.200 

(886) 

97 

9.900 

95 

6.495 

95 

9.495 

0 

0 

2.354 

142.133 

2J11 

145  J95 

2.311 

145.109 

0 

(866) 

12«7 

1«14.947 

12.113 

1. 506.654 

12J66 

1334.372 

253 

235.718 

1359 

369.061 

1.29S 

369.061 

1.259 

390  J65 

0 

21.304 

1.963.626  13.372 


1:967,735  1332S 


2,224.757 
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1993 

1994 

1994 

Increase/ 

CurrsnttyAvailabIs 

Base 

Estimate 

(Oecrease) 

Perm  Pos 

Amount 

Psrm  Pos 

Amount 

Perni.  Pos 

Amount 

Perm 

.Pos. 

Amount 

RNANaNO: 

UnoWigUsd  balwics.  Utnal  yoi 

RacovariM  ol  priot  y<v  obU^^tkxis 

(S11.80C) 

(S13.800) 

($13.8(X)) 

0 

SO 

OffBflQlno  cotocttona  from: 

Fadaiml  lunda 

(1^59) 

(332.128) 

(1559) 

(332.128) 

(1.259) 

(353.650) 

0 

(21.522) 

Non  -  FedafBt  tourcM 

(36,953) 

(36.953) 

(36.735) 

0 

218 

Trust  funds 

0 

0 

0 

0 

0 

SuMotsl.  flnarcrng 

(1«8) 

(380.881) 

«559) 

(382.881) 

(1559) 

(404.185) 

0 

(21.304) 

TOTAL  BUDGET  AUTHOflfTV: 
TBAWSfB»8: 

From  'Promote  and  JaiwIotJ ... 

American  fisfierlaa' 
From  "Oamaoa  asaaaamant  &  raatoration 

revoMngfunrr 
LaaatransiHa  tmplamei  aad  pursuant 

to  P.L  102-395 


125S7 


1.602.747 

(55.000) 
(17.506) 
(3.72S) 


(55.000) 
(1«») 


(61,400) 
(1,500) 


(76531) 


(56.500) 


(62.900) 


(6.400) 


(6.400) 


TOTAL  APPROPnATKIN  (ORF): 


12JS7  $1,526,516 


66 
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Summary  of  Changes  from  1 993  Appropriation 


nauonal  oceamc  and  AmosPHEnc 

ADMINISTRATION 
0PEBAT10NS.  RESEAHCH  AMD  FACaJTIES 

Amount  ■vBitabl*  u  thown  In  IBM  PreudanTi  Budgal.  1S93 

LsuOscembw  l7propOMdran>fw>  -  nol imiitanMnBd  (PL  102-395) 

Ainourt  cunvntly  available.  1B93 

Lass  transton  implemantad  (P.L  lOe-SBS) 

Appropriation.  1993 

ADJUgTllBITS  TO  BASE 

ADJUSTMBITS: 

Porsonnal  sav^gi 

Adminiimtive  savings 

Emargency  Bupplamantal 

Sublotel.  a^ustmants 

TBAIWFBWaml  BNAMCIWO: 

From  ■Promote  and  davelop  Amarican  fiaharias' 

From  "Oamage  assassmafiA  &  raaaoration  rowMlfl  fumf 

From  racovarias  of  priw  yaar  ototigaliona 

SuUoCBl,  tnnafais  and  financing 
OTM6B  COST  CHAWOE8: 

Condnuaion  ol  1BS3  opanling  laval 


1994  Estimate 


Oateiled 
I.  Pos.         Amoijnl 


Sumfnaiv 
Petm.  Pos-         Amount 
12^57  Jl.532.741 

P.500) 


(144) 


(S12.7S8) 
(11^39) 
(5.100) 


SS.000 
1500 
11.800 


12.257 


1.530.241 
(3.72S) 


12.257 


(144) 


(29.107) 


3,725 


tay  falsa 

Ful  yaar  coat  in  1994  ol  poaUona  llnnoad  tor  pan  yaar  in  1903 

Law  antorcamant 

WMhIn  — gnda  sisp  incraaaa 

Civil  Sanica  Rattramam  Syslam  (CSnS) 

Fadaia)  Employaas  Rallraman  System  (FERS) 

TMI  Savkiga  Plan 

FwlaiallnsufancaConlribulianaAcKFICAl  -  OASa 

NOAA  CORPS 

Coat  of  Mng  aloiiiianoa 

HaaMi  kiauianca  ptamium 


Employaas' Companaalion  Ftaid 


Tfarvporlslion  of  tilings 
RsnM  payments  to  OSA 
Rental  paymeraa  to  ottiers 


4,SM 

1A16 
ZS 

8.710 
(985) 
1.840 

281 
i.348 

373 

188 

2j0«0 

0 

238 
O.S80) 

419 

10.737 

278 
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NATIONAL  OCEAMC  AND 

athosfhbik:  AOWNnmATioN 

Communicationi.  ubltea  &  misc.  chargn 
RwAl  ol  equipment 
Oihaf  T«t*conwnunicat)on  Systam 
Ottwr  MMpnofW 


Piinting  and  raproductkxi 
Other  tAracss: 

Wortong  Capttel  Fund 

Other  •arvices 
Supplies  and  materials 
Equipment 
Oiants 
SutMotal.  other  cost  changes 

TOTAL  AOJUSmEPOS  TO  BASE 
1994  tase 


TOTAL  REOUIREMEIfTS 


THAWSFHtSand  Pf  1»<  FIMAWCItlQ: 

Tranrfer  from  "Promola  and  dev«k>p  ... 

American  fishertes' 
From  "Oamao*  Assessment  and  Restoration  RswoMrtg  Fun^ 
HecCT^ries  from  prior  year  oNtgRlions 

TOTAL  TRANSFBIS  AND  RNANCMQ 
ISM  APPROPMATKNI 


73 


Summaiv 
Pwm,  Po«         Amount 


($4.87B) 
(369) 
138 
364 

(60) 

3.413 

1.730 

746 

620 


0 

$32,945 

(144) 

72.138 

12.113 

1.9ae.6S4 

?*3 

235,716 

1,634.372 


(61.400) 
<1JO0) 
(13.600) 


(76.700) 


12.368 
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Comparison  of  Appropriation  by  Activity 


NATIONAL  OCEANIC  AND 

1933 

1994 

1994 

Increase/ 

ATMOSPHERIC  AUMMSTIIATION 

Base 

Estimate 

(Decrease) 

Perm.  Pos. 

AinounI 

PeonPo. 

Amount 

Amount 

Pos.        Amount 

RayBURSABl£  OBUGATIONS: 

CoaslBl  zon«  management  activities 

0 

»7.aoo 

0 
0 

S7.S00 
7.800 

0 
0 

»7.800 
7.800 

0 

to 

TOTAL  OBUGATIONS: 

0 

7.B0O 

0 

0 

RNANaNG: 

UnobUgated  balance,  stait  of  year 

(10.738) 

(10.738) 

(10.738) 

0 

0 

Unobligated  balance,  end  of  year 

10.738 

10.738 

10.738 

0 

0 

Offsetting  collections  from 
Non- Federal  sources 
Subtotol.  financing 

TOTAL  BUDGET  AUTHORITY: 


DIRECT  OBUGATIONS: 

Fisfieries  promotion 

RNANqHG: 

Unobtjgated  balance,  start  of  year 

TOTAL  BUDGET  AUTHORTTY: 

TRANSfHiS: 

From  'Promote  and  develop  ... 
American  fisfiaries'' 
TOTAL  APPROPRMHON: 


(7J00) 


(7.800) 


(7.800) 


(7.800) 


(7.800) 


(7.800) 


Comparison  of  Appropriation  by  Activity 

J 

NATIONAL  OCEANIC 
ATIIOSPHERX:  AOH 
HihariaaDfnnalional 

AND 

■WSTRAT10N 
lund 

1993                                                1994                                                1994 
CunenMv  Available                                 Base                                         Estimate 

Increase/ 

Perm  Pos          Amount              Perm.  Pos          Amount              Perm.  Pos          Amount 

Pos-         Amount 

HOP) 


Summary  of  Changes  from  1 993  Appropriation 


NATIONAL  OCEAMC  AND 
ATHOSPHBOC  AOMMSTRATION 
fwtiMJ&t  pfowolwwl  fund 

Appropriation  currently  a>Ailable.  1933 
A4u*trnentB  to  tiase  and  built  -  in  changes 
Pro^ani  change 

19M  APPR0PRUT10N: 


1994  Estimate 


Perm.  Poa.         Amount 


Summaiv 
I.  Poa.         Amount 


0  SO 

0  0 

_0 0_ 
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Comparison  of  Appropriation  by  Activity 


NAIKNML  OCEANC  AND 
ATMOSPHEnC  AOMMSTIMTtON 


B  to  AaMrican  fclMfiaa 
DWECT  OBUGATIONS: 

SakoRStB)l-Kenn«<ty  grants 
TOTAL  DIRECT  OBLIGATIONS: 
RMAWaMQ: 

Unobl>cpt»d  balwK*.  ittit  of  yMT 
TOTAL  BUD6ET  AUTHORnY: 
TWAMSfERS: 

From  Oepttftmanl  ol  Af^icufture 

To  "Oporabom.  rw— reh.  and  tacttias' 

To  'FWiaries  proonbonal  funcT 


TOTAL  APPR0PHMT10N: 


M««««4«WMOM«««C«eMe«NO0«MM4»>»««««*4aM94e4< 


1993 

1994 

1994 

IncrattM/ 

CunMittv  AvaUable 

Ba^o 

Estmate 

Pwm  Pos          Amoum 

Perm.  Pos-         Amount 

Pwm  Pos          Amount 

Psfm,  Pos. 

Amount 

7                        $492 

7                      t41S 

W 

P) 

(»415) 

6.951 

5,985 

0 

0 

(5«S) 

7.443 


(1.035) 


6.408 


(61.408) 

55.000 

0 


(61.400) 
55.000 

0 


(61.400) 
61.400 


Summary  of  Changes  from  1 993  Appropriation 


m 


m 


P) 


(8.400) 


(6.400) 


0 

6.400 

0 


NAiraNAL  OCEAMC  AND 
ATMOSPHB«C  AOiaMSTnATKMI 


Approprirticn  currar*^  avajtatata.  1983 
Piu^affi  cna/iQa 


Pitei»d 
i.Poa.        Amoum 


Summary 
P<nw.  Poa.         Amount 

7 

(71         _ 


MM  APPROPHATION: 


$0 
0 


Comparison  of  Appropriation  by  Activity 


hahonal  oceamk;  AND 
ATMOaPNBIC  aommsthation 


Curfan8v  A<<aiiNa 


^"'O'^* 


'P'"— *' 


PgnvPgt 


Amount 


Amount 


Amfiuni 


f^ymanl  oi  cteimB 

TOTAL  OMECT  OaUOAIWMS: 


S264 

1.47S 


S1I0 
1.145 


$1«0 
1.14S 


Amounl 


UnaMgalad  balanca.  iMI  of  ywf 
TOTAL  AfPflOmATION: 


1.730 


J^S. 


^^» 
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Summary  of  Changes  from  1 993  Appropriation 


NAUONAL  OCEAMC  AND 
AHIOSPHBOC  AOMMSTBATION 


nfiMd 

Appropriation  currsntly  awilaljle.  1993 
A^ustments  to  tiaso  and  buiR-in  changes 

l(M  APPnOPHMIION: 


Oelailad 
Parm.  Poa.         Aimjuril 


Sumniarv 
Parm  Pos.         Aniount 

4  $1,306 

29 

4  1.335 


Comparison  of  Appropriation  by  Activity 


MADONAL  OCEAMC  AND 
AltlOSPHBVC  AOMMSTRATION 

1093 

CunandvAvailatila 

1994 

1994 

Increase/ 
(Decreasal 

Hahannui'a  ooittliiancv  hmd 

Perm.  Pos.         Amount 

1                          $68 

1.441 
1                      1.509 

(4841 

Perm.  Pos         Amount 

1                      $46 

1.005 
1                    1.061 

1                      1.051 

Perm.  Pos          Amount 

1                          $46 

1.005 
1                      1.051 

Perm.  Pos.        Amount 

OmeCT  OBUQATIOMS: 

Payment  of  daims 

TOTAL  OnieCT  OeUOAIIONS: 

RNANaNO: 

Unobllgalad  lialanca.  start  o(  year 

0                        SO 
0                          0 
0                            0 

0                            0 

TOTAL  APPnOPIIATION: 

1                i.azs 

1 

1.0S1 

0                            0 

Summary  of  Cfianges  from  1 993  Appropriation 

i 

NATIOMAL  OCEAiaC 

AND 

unt 
$1.02S 
26 
1.051 

ATMOSPHERK  AOMMSTRATHMI 

Oelailad 

Sumnarv 

1 
0 

1 

Bahaanan'a  eoaNinaancv  Ciatd 
19M  AfVnOPnATION: 

Partn.Poa.        Amount 

Comparison  of  Appropriation  by  Activity 

i 

NATIONAL  OCEAMC 
AmOSPHBVC  AOM 

AND 
IMSTRATKMI 

1093 

1994 

1994 

omecT  osuoahons: 

Foreign  fisliing  observer  fund 

fWIAWqNO: 

Unobli^led  lialaiKa.  aan  o)  yaar 

TOTAL  ATPnOlflAIION: 


Psffn.  Pos.         Amount 


I.  Poa  Amount 


I.  Poa  Amount 


Penn.  Pot.         AmotOTt 


71 
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Summary  of  Chang 

es  from  1 993  Appropriation 

ll 

MtlKMMLOCEMaC 

AMD 

IW4E«lin«M 

tsas 

(1) 

ATMOVNBK  ADHHWTIMTIOH 

DMiHad 

Sumniv 
Pfrm.  Pv«          »BS 

i 
0 

fn  l«ii«iliH«u itmd 

PwmPqf.         ASSBJ 

i^M  A^^^VO^VMillQ 

nMtfito.  ISKI 

M: 

s 

SM 

•m-) 

Compar 

son  of  Appropriation  by  Activity 

1 

nauohm.  ocEMsc 
ATNoamaacADM 

AND 
naSTRATION 

im 

MM 

na* 

EslKnUa 

km 
(Dk 

0 

««llounl 

SS67 

F*ni>,l^».        Afflfunl 

0                        SO 

•V<"  Pw         Anwunl 

0                        $0 

0 

'"m^n 

^ 

MoMllttai*  (MMV) 
anCCTOMMATKMW 

QAfKF 

to 

TOTAL  OaUOMMM 

1: 

•anolyaf 
indelyMf 

womv 

Kh4FacflliH 

0 

0 
0 
0 
0 

0 

0 
0 

(7.7S») 

0 

0 

(10J1S 

("JOB) 

17^0* 
0 

0                            0 

0                            0 
0                            0 
0                            0 
0                    (IJOO) 

0                    (IJOO) 
0                     1J00 

0 

0 
0 
0 
0 

0 
0 

0 

0 
0 
0 

(i*x» 

(1J00) 
IJOO 

0 

0 
0 
0 
0 

0 
0 

0 

OfciMngmilnlloni 
TOTAL  MHMET  Aim 

0 

0 

0 

_0_ 

0 

0 

0                            0 

0 

0 

0 

0 

Summary  of  Changes  from  1993  Appropriation 

^1 

ATMOtmSK  AOM 

AMD 
■MTMmOM 

1<M£^ 

Sumiwtv 

0                   to 
0                        0 

ITliniiiHiPi iiBKiiiiiifiliiii 

QfliM 

IlilU glMll 

HilMlBW  ta  law  Md  bua-m  c»M»gM 
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Comparison  of  Appropriation  by  Activity 

J 

NAIKMAL  OCEAMC 
ATMOSPHBOC  AUK 

AND 

iMsnwnoN 

1993                                                 I9M                                                 1994 

InCTMM/ 

(Oecreasa) 

PHm.Pia.        Amount             Prnn.  Pos         Amounl             Pann  Pot         Amount 

P«n, 

Pos.         Amount 

omecT  oeuoAnoNS: 


Supporti 

Oisbun«mants  tor  loan  guamntaa  dura 

TOTAL  DIRECT  OBUOAHONS: 

RWAWOIIO: 

Offsettina  collactions  from 

Non  -  F«darBl  sources 
Unobligated  balance,  sttrt  til  y— f 
Subtotal,  financing 

AUTHOHnV  TO  aoRnow: 


S7.2aa 

4.507 


11.787 


(7.500) 


(11.787) 


to 

0 


Comparison  of  Appropriation  by  Activity 


NATKMIAL  OCEAMK  AND 
AmOSPHBVC  AaMMSmATMN 
A>^i<on  wartwr  tnirt  fcmd 

onecT  obuoahons: 

Aijtalion  wwaltiwr  »«f%4ce»: 
TOTAL  APPnoniAnOH: 


1993 

Cunenllv  Available 
Pann  Poe.        Amou4 


I.  Poa.        Amo««tf 


I.  Poa.         Amount 


Increeae/ 
^Oegaaje^ 


Perm  Poe.        Amount 


Summary  of  Changes  from  1 993  Appropriation 


NADONAL  OCEAMC  AMD 
ATMOSlniBaC  AOMMSTRATKMI 


a«har  W1  told 


Pwm.  nM.        Amounl 


Appraprialion  currentty  available.  1903 
A^ustmants  to  base  and  buitt-n  diangia 

l«M  APPROPflMTKNI 


Summenr 
Pstm.  Poe.        Amount 

0  $0 
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Comparison  of  Appropriation  by  Activity 


NATIONAI.  OCEAMC  AND 
AraOSPHEHC  AOHMSmA-nON 


URECT  OBUOATIONS 
QOES  contingency  tund 
TOTAL  OBLIGATIONS: 

RMANaNO: 

UnoUigitad  balwKe.  ttul  c4  yoar 
UnnWiffilitd  balanca,  and  ol  yaar 

TOTAL  BUOOET  AUTHOflnY 

TOTAL  APntOPflAIION 


1993 

IIM 

1994 

lncr«**a/ 

CunanHvAvaitabto 

B»> 

EstimalB 

(Oecreual 

Peim.  Po*. 

Amount 

Penn 

Po.          Amount 

Pcnn 

-Por 

Amount 

Pann 

Pot          Amount 

tie.S75 
16^5 

0 
0 

SO 

0 

0                          SO 

0 

SO 

0 

(90^16) 

(73^1) 

(73.941) 

0 

0 

73^1 

73.941 

73*41 

0 

0 

0 

0 

0                            0 

0 

0 

0 

0 

0 

0 

0                            0 

0 

0 

0 

0 

Summary  of  Changes  from  1 993  Appropriation 


NATIONAL  OCEAMC  AND 
ATIt06PHB«C  AOMNBTIMTION 


P6flW.  PO*.  AlHOWll 


Sumimn 
Pwnn.  Po<-        Awouni 


Appropnabon  currvntty  avaltabla.  1903 

ProQmn  ctwngo 

1(94  APmOPflATION: 


Comparison  of  Appropriation  by  Activity 


NATIONAL  OCEAMC  AND 

IMS 

19M 

1«M 

IncrwM/ 

AIMOSmEnC  AOMMSTRATION 

Bt— 

EMInaaa 

(0«crau«) 

n_i  M-i— ^^L-.  ^MMmUnamtH 

PamfUm.        AmouM 

Pmtf.Pfi.         AasuDS 

Pmm  Po»,        Ampu« 

P^nn.  Po«. 

Amount 

canmnkm 

omecT  oeuoATioNS 

neet  modsmi^Uion 

16                 $49,568 

16                 SZ7.SM 

16                 $23,064 

0 

($4*10) 

TOTAL  OeUOATWNS: 

1C                   49.S68 

16                   27.304 

16                   23,064 

0 

(4A30) 

nNANCINO: 

Tianrfor  to  othor  accowMB 
TOTAL  AlVnOPnATION: 


(21.066) 
1«0 


27.SB4 


(4.S30) 
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Summary  of  Changes  from  1 993  Appropriation 


MATKMML  OCEAMC  AND 


/tjji/HUMialion  ogrway  ■<aiiihl>.  IMS 
A^tatmanlila  fe*M  and  but  -  In  ctangn 


WX  Al  I IWI  MATIOW 


1. 1^.        AwoiW  l'«nn  Pb»         Aiiiom* 


16  (30.000 

(2.«6) 
(«.M°> 

M  23M4 


Comparison  of  Appropriation  by  Activity 


MAIKMM.  OCEMK  AM) 
AWOamBK  AlaWMTMIMN 


owccT  oamtATiowi 


TOTAL  OMMAIWm: 


TOTAL 


1IS3 


f**"^ 


Pffin.  Po>.         Ainpiif<  Paow.  Po*.         Anmjrt  Pinw.  Po>.         Amouni 


i  %to»3at 


(DactoMl 

Pion 

Po. 

Amouni 

0 

($12J«7) 

2gS 


(12.867) 


94.900 


76.063 


(12J67) 


Summary  of  Changes  from  1 993  Appropriation 


NATMNIAL  OCCAMC 
A1 


kTWM 


«l|i«»""«l  »»>»«« «"0'*-'"  t>»ll»M 


Pmrn.fm.       AjgsK! 


Suwwiiani 

S  iMJOO 

PJ7(» 

(12^67) 

S  7*j063 
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Comparison  of  Appropriation   by  Activity 


NADOMAL  OCEAMC  AND 

1993 

1994 

1994 

Increase/ 

ATMOSPHBOC  AOMMSTDATION 

CunsnOy  Avulabto 

Bass 

Estimate 

(OocreaM) 

fm^taymmtl  aUkmlbon 

Petm.  Pn         Amount 

Ponn.  Pos.         Amount 

Petm.  Poj          Amount 

Pofm  Pos.         AffKMint 

OmECT  oaUOAHONS 

0                    to 

$470 

MS] 

0                       (OS) 

TOTAL  OBUOATIONS: 
HMAWCINO: 

UnoMigBted  balance,  ttaft  of  year 
TOTAL  APPnOi>iaAT10N: 


(48J) 


(4«fl 


Summary  of  Changes  from  1 993  Appropriation 


NATIONAL  OCEAMC  AND 
ATUOSPHEnC  AOMMSTRATION 


ApprapriaHon  cunandy  available.  1993 
AdjustmenlB  to  base  and  buUt-in  ctianges 
Pregmm  ctiange 


Oalailed 

Summaw 

Pann.  Poa.         Amount 

Pann  Pos          Amowit 

0                      $470 

13 

(4«3) 

IIM  APPROPnAnON 
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PATENT  AND  TRADEMARK  OFFICE 


The  Patent  and  Trademark  Office  (PTO)  is  charged  with  administering  the  patent  and  trademark 
laws  of  the  United  States.  PTO  examines  patent  applications,  grants  patent  protection  to  qualified 
inventions  and  disseminates  technological  information  disclosed  in  patents.  PTO  also  examines 
trademark  applications  and  provides  Federal  registration  to  owners  of  qualified  trademarks. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1992 

1993 

1994 

Estimate 

Incr 
(Dec 

ease 

rease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  expenses 
Funding  Level 

$419,441 

$473,672 

$518,692 

$45,020 

Fee  Collections 

(331.000) 

(387,000) 

(415.692) 

(28.692) 

TOTAL  APPROPRIATION 

88,441 

86.672 

103,000 

16,328 

GENERAL  FUND: 

1.547 

0 

0 

0 

SPECIAL  FUND: 

86.894 

86,672 

103,000 

16.328 

OFFSETTING  RECEIPTS: 


95.000 


99.000 


103,000 


4,000 


PERMANENT  POSITIONS 

Appropriation: 

Salaries  and  expenses 


5,852 


5^1 


5.237 


«54) 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 

Increase/fDecrease) 

Permanent 

Pemnanent 

Positions 

Amount 

Positions                Amount 

Patent  process  2,969  $291 ,603  161  $28,251 

An  increase  is  requested  to  continue  deployment  of  the  Automated  Patent  System's  (APS) 
classified  search  and  image  retrieval  system,  and  to  continue  development  of  the  Patent 
Application  Management  (PAM)  system  which  will  automate  the  patent  application  process 
(0  pos.;  $+7,950).  An  increase  is  requested  for  additional  professional  and  clerical  staff  to  handle 
the  anticipated  increase  in  patent  applications  from  182,000  cases  in  1993  to  189,000  in  1994  and 
to  maintain  patent  pendency  at  18.9  months  (+161  pos.;  +$17,683).  Increased  funding  for  patent 
printing  and  reproduction  provides  for  the  printing  of  1 03,687  patents  (Opos.;  +$2,618). 

Trademark  process  492  35,174  0  1,705 

In  1994,  funds  will  be  used  to  fully  fund  current  professional  and  clerical  staff  to  handle  the 
continued  increase  in  trademark  applications  from  130,000  in  1993  to  138,000  in  1994 
(0  pos.;  +$1 ,658).  An  increase  is  needed  to  process  the  growing  number  of  trademark  appeal 
cases  (0  pos.;  +$47).  The  Office  is  requesting  a  trademark  fee  increase  above  the  increase  in  the 
Consumer  Price  Index  (CPI)  in  order  to  fully  fund  the  entire  trademark  operation  at  budgeted 
staffing  levels.  The  proposed  fee  rate  will  be  passed  in  the  FY  1 994  authorization  bill. 

Information  dissemination  i,068  72,867  S9  1,793 

Resources  are  requested  to  handle  the  anticipated  increase  in  patent  and  trademark  applications 
through  pre-examination  processing  (+25  pos.;  +$1,255).  Resources  are  requested  to  respond 
to  increased  demand  for  PTO  services  to  support  public  search  room  services  (+3  pos.;  +$364); 
to  process  additional  printing  workload  (+9  pos.; +$161);  to  improve  the  integrity  of  patent  search 
files,  and  to  enhance  examiner  search  files  by  providing  additional  searching  tools  and  data  bases 
for  biotechnology  (+22  pos.;  +$1,658).  Automation  of  the  assignment  system  reduces  costs 
(Opos.;  -$1,645). 

Executive  direction  477  85,446  11  1,853 

Resources  are  requested  to  the  Office  of  Enrollment  and  Discipline  to  handle  continuing  increases 
in  the  number  of  applicants  desiring  to  be  admitted  as  patent  attorneys  and  agents  to  practice 
before  the  PTO  (+ 1  pos.;  +$72).  Increases  are  provided  for  Financial  Management  and  Human 
Resources  Management  to  expand  the  capabilities  of  the  new  accounting  system  and  to  keep 
pace  with  growing  demands  for  personnel  services  (+10  pos.;  +$763).  A  reduction  is  requested 
for  the  Automation  line  item  to  reflect  lower  than  anticipated  support  services  (0  pos.;  -$39).    An 
increase  is  requested  to  lease  additional  space  for  expanded  PTO  operations  (0  pos.;  +$1 ,057). 
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Offsetting  collections 
Offsetting  receipts 


$387,000 
99.000 


$28,692 
4,000 


For  1 993,  patent  and  trademark  fees  were  increased  by  3.2  percent  in  the  aggregate  on  October  1 , 
1992.  All  fees,  except  trademark  application  fees,  will  remain  tfie  same  in  1994  due  to 
administrative  and  space  rental  savings.    The  trademark  application  fee  increases  to  $245.00  to 
assure  the  provision  of  resources  required  to  address  trademark  workloads.  Current  trademark 
income  does  not  cover  all  costs.  The  PTO  will  collect  $415,692  thousand  in  offsetting  collections  in 
FY  1994  in  addition  to  $103,000  thousand  collected  through  offsetting  receipts.  Increased  fee 
collections  reflect  the  growth  in  patent  workloads. 


Comparison  of  Appropriation  by  Activity 


PATBTT  AND  THADEMARK  OFFICE 


OBUQATIONS: 

Patant  process 
TradsRiaric  process 
Informalkin  tfss«fntatkin 


1993 

1994 

1994 

Ineraase/ 

AwBitable 

Ba» 

Estimate 

(Decraase) 

P-nnPo. 

Amount 

P«m  Pos 

Amount 

,.0^ 

Amount 

Parm,  Pos 

Amount 

3.118 

$289,261 

2.969 

$291,603 

3.130 

$319,654 

161 

$26251 

477 

37.0*3 

492 

35,174 

492 

36,879 

0 

1,705 

1.160 

71,974 

1.068 

72.867 

1,127 

74,660 

59 

1.793 

$36 

a9.316 

477 

SS.646 

466 

67.499 

11 

1.853 

TOTAL  OBUOATIONS: 


5,291 


FIMAIICIMO: 

Oflsanino  collartions  from: 
Non-Fadaral  sourcas  (Faas) 
FMlanJ  funds 

UnoMgslad  talanca,  nut  ol  yaar 

SubUW,  financing 
TOTAL  8U0OET  AUTMOmV: 


(367.000) 

(450) 

(13«J) 

0 

(400,S7Q 

5,291 

«6,«72 

S31 

8a,eR 

0 

86.672 

(415,882) 

(200) 

0 

0 

(415.692) 

5237 

103.000 

5237 

103.000 

0 

103.000 
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Summary  of  Changes  from  1 993  Appropriation 


PATBITANDTIMOEMAnKOFHCE  DeMed  SunuilMv 

naliii—  ■ml  ■■iiMiw  Pwm.  Poi.       Amount  Pwm.  Po«.       Amount 

APPB0PWAT10W8: 

OenamlFtfid  $0 

SpacU  Fund  86.672 

FwCoaaoiont.  1993  367,000 

S,291  S473.S72 


ADJUSIMEMTS  TO  BASE 

RsBlondion  0$  bttsfl  rwfluctlons 
FTE  rMstimalB 
Admini«mtiw«  Scvingi 
FTEreductkm 


0 

$12,326 

(206) 

0 

0 

(668) 

(77) 

(S.301) 

8,359 


OTHER  CHAHOeS: 

Adc«lkxmlwnouf<lnFY1994topiairl(l>lui-y«rG<Mof1993lncrauaa  4,945 

1093  Pay  RliM  378 

WIBiin-andaaaplncrann  2,588 

Civi  S«vic*  IMramOTI  SyMMl  (CSRS)  (356) 

Fadinl  Em(i4iiyM«  RaUranianl  SyiMm  (FERS)  660 

Thrfl  Sningi  Plui  loe 

F«tonllnajmnc«Conlra>uliai«Ac>(nC«)-OASa  739 

Haalh  Inajiano*  pramiun  786 

TnndandTianiporMion  2 

Rm  p*ynwnli  lo  OSA  (6,7SS| 

Rsnl  psyiTMfto  to  olhon  2 

PiHNIiiQ  snd  nprodudlon  l,^^u 

WITS  (708) 

SuppMM  and  mMvWi  74 

Ottw  Mfvioat  1.2B2 

E(|ulpnMnl  2B 

EmploysM'  Compsmation  Fund  49 


TOTAl.  AOJUSTMBfTS  TO  SAK 


PfDQWn  ChWtQBS 


(2M) 

t1.41S 

S«6 

485.060 

231 

33«S 

TOTAL  REQUMEMBiT*                                                                                                                                               5JB7  51SMZ 

••  (415j89a) 


nMMNMETMfmOMTV  izw  loawo 

■pKMFMdA**nprt<lan  lOSAOO 
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TECHNOLOGY  ADMINISTRATION 


The  Technology  Administration  (TA)  provides  leadership  in  achieving  the  goals  of  the  U.S. 
Government's  technology  program,  both  within  Commerce  and  through  the  intergovernmental 
process.  TA  develops  and  fosters  technology  policy  that  encourages  commercializing  R&D  and 
promotes  an  internationally  competitive  manufacturing  sector  in  our  nation.  TA  implements  these 
goals  through:    promoting  government/industry  partnerships  to  create  and  use  technologies; 
identifying  and  advocating  policy  options  to  increase  the  availability  of  long  term  capital  for 
technology  investments;  removing  barriers  and  creating  incentives  to  improve  the  U.S. 
manufacturing  base;  and  leadership  on  the  Federal  Coordinating  Council  on  Science,  Engineering 
and  Technology  and  the  Interagency  Committee  on  Federal  Technology  Transfer.    TA  also 
provides  oversight  for  the  National  Institute  of  Standards  and  Technology  and  the  National 
Technical  Information  Service. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1992 

1993 

1994 

Estimate 

Increase 
(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  expenses 
NTIS  Revolving  Fund 

$4,600 
0 

4.600 

$4,450 
8.000 

$5,425 
0 

5.425 

$975 
(8.000) 

TOTAL  APPROPRIATION 

12.450 

(7,025) 

PERMANENT  POSITIONS 

AoDroDriation: 

Salaries  and  expenses 

43 

43 

43 

0 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Under  Secretary  for  Technology 


Base  Increase/fPecrease) 

Permanent  Permanent 

Positions  Amount             Positions               Amount 

43  $4,425                            0                   $1,000 


Increased  funding  will  be  used  to  implement  the  U.S.  -Japan  Manufacturing  Technology 
Fellowship  Program  (MTF).  The  MTF  is  a  cooperative  effort  with  the  Japanese  to  place  up  to  60 
U.S.  manufacturing  engineers  in  Japanese  factories  for  up  to  one  year  (0  pos.,  +$500).  An 
Increase  is  also  requested  to  support  implementation  of  technology  policies  and  private  sector 
strategies  which  will  spur  U.S.  businesses  to  become  more  competitive  (0  pos.,  +$500). 


Comparison  of  Appropriation  by  Activity 

J 

TECHNOLOOY  AOIM 

MSTRATMMI 

! 

& 
dmolagy 

im                           laM                           18S4 

Incfaua/ 

IVPcf 

43 
43 

AiiiaunI           Parni.  Pm.       Amom*           Pemi.  Pas.       Am 

*5.42S 

5.42S 
425 

Pm        Amount 

nngcToeuoAHOW 

UiMJaf  Secraauy  tor  T» 

$4M8                  43               S4.42S                   43 

0           $ijaao 

TOTAL  OmeCT  OBUOATIONS: 
RBHBURSABl£  OBUOATHNM: 

4.838                   43                 4.42S                   43 
888                                          779 

0                  1.000 
0                   (354) 

TOTAL  OeUOATIOMS: 

RNANCtNQ: 

OffiBlung  coisetMMU  frem: 
Fmtormt  funds 

43 

5^04                   43                 S.204                   43 

9m 

iteo 

(429 
(425) 

S.4Z5 
0 

0                    846 

Subtotol.  financktg 

0 

(888)                                                                    0 

TOTAL  BUOOFT  AUTMOIVTY: 

43 

0 
43 

4jS38                                                                   43 

(184                                                                    0 

•aPl.  loz-ias 

TOTAL  APPnOlilATION: 

4.4S0                                                                   43 

S.425 
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Summary  of  Changes  from  1 993  Appropriation 


TCcmoLow  m— tiiiOTioii 

tiHMJBdJnBMi  ftm.H:      AmounI  P»nii.  Pw.      Amount 

AfliounlnallM^aathaMlniaMPraaidM'teudgil.llU  43  $4,190 

Um Dmiiitii  17 PioffMia Twh«i  -  Wol lmplmi»««»d (PL  1(B-38»)  0 (14) 

OweunlCwmat  «i»«lilili.  IMS  4.«3e 

LM>Tiwirfmtnvl«nnl>d(P.L.10S-3M)  0 (1M) 

Apuiupillliuil  Clin«n»y  ■■iliHi.  1«B5  43  4.490 

imPayMu 


CM  Sicvtc*  (MranMM  SyMMl  (CiSRS) 

TMISmtnginM 

Fadml  Innnnc*  ConMbuliom  Ad  (FIO^  -  OASO 

HaaMh  inaimnc*  pfwnkm 

Tmmi  WW  TfwpoflMtofi 

■  K>oaA 


ninBnoHid  rapioductton 
OOnrMnloas 
MMdngCaplMhaid 


ToTAi.  MMMnmra  TO  Mac 

IIMbn* 
TOTAI. 


•17 

3* 

(M» 

M 

4 

• 

W 

1 

12 

9 

2 

(Ml 

1 

=: 

0 

OS) 

0 

(29) 

43 

4.429 

0 

1M0 

43 

9.429 

43 

9.429 
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Comparison  of  Appropriation  by  Activity 


Unobligated  batanoe.  transferod 
Unobllgatsd  balanca.  end  of  year 
OfhettinQ  cottecbons  frofn: 
FedermJ  fundi 
Non-Fedaral  sourcas 
Subttttl.  financing 

TOTAL  BUDGET  AinXORnY: 

to  P.L  loe-jas 

TOTAL  APPROPnATIOM: 


TECHNOLOOV  AOItlMSnMTION 

Cwrandy 

B3 

1894 
Bn* 

1094 

Estimate 

Incraua/ 
(DacraaM) 

Mns  RsooMna  Fund 

AllKXrt 

to 

68  AX) 

Pmm 

Pn 

0 

4IS 

Amount 
to 
ss.ooa 

Po. 

0 

415 

Amouol 

to 

68,000 

P»m 

Pos.       Amount 

TOTAL  DIRECT  OBUOATIONS: 
RaMBURSABLE  OBUOATIONS: 

0 
347 

0                  to 
0                        0 

TOTAL  OBLMATIONS: 
RMAMCINO: 

347 

esjooo 

41S 

68.000 

41S 

68.000 

0                        0 

PJOsa» 

(14JS3) 

(14.853) 

UJK3 

14.853 

14.853 

(48) 

<9»0» 

m 

(9«0) 

(58) 

(9.520) 

(2«6> 

P8.480J 

PST) 

(58.480) 

(157) 

(58.480) 

«347) 

(80.200) 

(419) 

(88.000) 

(415) 

(88.000) 

7jtao 


8j000 


Summary  of  Changes  from  1 993  Appropriation 


TBCHNOLOOr  AOMMMnUIION 
wns  HawoMno  Fund 

Appropriatton  cunvndy  avuiUria.  1993 

ADJUgmaWSTOBASE: 

0n6~bfna  appfoprisbon 

TOTAL.  AOWSniafTS  TO  BASE 

igMliaaa 
Pregnm  chanQaa 

TOTAL  REOUWEMSITS 
IW4  AProOPMATION 


^m-^a.       AmgSBi 


Summaro 

0  ta.ooo 

(8.000) 


(8.000) 
0 
0 
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NATIONAL  INSTITUTE  OF  STANDARDS 
AND  TECHNOLOGY 


The  National  Institute  of  Standards  and  Technology  (NIST)  provides  a  wide  range  of 
measurements,  services,  test  methods  and  data  to  support  U.S.  competitiveness  in  world  markets. 

This  is  accomplished  through  scientific  research;  cooperative  efforts  with  public  and  private 
research  institutions;  and  technology  transfer  programs  including  the  Manufacturing  Extension 
Partnership  and  the  Advanced  Technology  Program.  These  activities  allow  NIST  to  maintain 
national  standards  for  measurements;  support  domestic  and  international  voluntary  standards 
processes,  promote  technology  innovation;  support  secure  and  reliable  Federal  computer 
systems;  and  spur  advances  in  applied  and  developmental  research  being  conducted  by  U.S. 
industries.  The  investment  request  is  contigent  upon  enactment  of  an  omnibus  budget 
reconciliation  act  that  contains  the  President's  deficit  reduction  package. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERAL  FUNDS: 

Appropriation: 

Scientific  and  technical 
research  and  services 

Industrial  technology  services 

Construction  of  research 
facilities 

TOTAL  APPROPRIATION 

Working  capital  fund 
Transfer  to  other  bureaus 
TOTAL  BUDGET  AUTHORITY 
Pending  Aupplemental 


1992 


1993 


1994 
Estimate 


Increase 
(Decrease) 


$183,000 

$192,940 

$240,988 

$48,048 

63,713 

86,067 

232.524 

146,457 

0 

105,000 

61,686 

(43,314) 

246,713 

384.007 

535.198 

151,191 

[2.055J 

(8761 

(8.684] 

[7,808] 

0 

(1.250) 
382,757 

0 

1.250 

246,713 

535.198 

152.441 

117,403 
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PERMANENT  POSITIONS 


Appropriation: 

1992 

1993 

1994 
Estimate 

Increase 
(Decrease) 

Scientific  and  technical 
research  and  services 

1.6Z7 

1.696 

2,046 

350 

Industrial  technology  services 

19 

91 

185 

94 

Working  Capital  Fund 

1^4 

1.244 

873 

(371) 

Construction  of  research 
facilities 

0 

0 

5 

5 

TOTAL:  2,920  3.031  3,109  78 


HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 

lncrease/(Decrease) 

Permanent 

Permanent 

Positions 

Amount 

Positions                Amount 

Scientific  and  technical 
research  and  services 

Electronics  and  electrical 
engineering  258  $26,668  32  $4,000 

Increased  funding  will  be  used  to  accelerate  the  development  of  improved  measurement 
technologies,  standards,  and  advanced  instaimentation  to  help  U.S.  companies  improve  their 
competitive  position  in  the  worldwide  electronics  manufacturing  market  (+32  pos.;  +$4,000). 

Manufacturing  engineering  112  10,200  31  4,200 

To  work  closely  with  industry  to  promote  U.S.  competitiveness  through  accelerated  investment  in 
advanced  manufacturing  technologies,  this  initiative  will  devekip  cutting -edge  laboratory 
capabilities  in  the  standards,  measurement,  control,  and  processing  aspects  of  advanced 
manufactuhng  (+31  pos.;  +$4,200). 
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Chemical  science  and 
technology  192  $20,054  26  $3,000 

Increased  funding  will  allow  NIST  to  provide  new  measurement  techniques  and  standards  and  the 
engineering  technology  needed  to  improve  processing  efficiency,  minimize  or  eliminate  chemical 
wastes,  and  accelerate  the  commercialization  of  bio-  and  chemical  products. 
(+26pos.;  +$3,000). 

Materials  science  and 
engineering  287  40,636  61  6,600 

Increased  funding  will  enable  NIST  to  participate  with  industry  in  bridging  the  gap  between 
bench -scale  conception  and  commercial  utilization  of  advanced  materials  and  advanced 
processing.  NIST  will  involve  industry  in  every  stage  of  the  R&D  to  ensure  that  the  technology 
developed  is  relevant  to  industry's  needs  and  to  ensure  that  it  is  readily  transferred  to  Industry 
(+61  pos.;  +$6,600). 

Information  Infrastructure  138  13,080  200  24,000 

To  focus  our  national  efforts  toward  technologies  crucial  to  today's  businesses  and  growing 
economy,  reduce  barriers  to  commercialization,  and  facilitate  industry  and  government  efforts  to 
improve  quality,  this  increase  will  enable  NIST  to  expand  and  integrate  its  programs  in  high 
performance  computing,  performance  measurement,  communications  protocols,  advanced 
software,  advanced  manufacturing  applications,  R&D,  and  the  development  of  the  National 
Research  and  Education  Network  (NREN)  (+200  pos.,  +$24,000). 

Technology  assistance  85  8,534  12  2,000 

To  promote  long-term  economic  growth  through  increased  international  competitiveness,  this 
initiative  will  enhance  the  flow  of  vital  standards -related  information  from  Commerce  to 
manufacturers  and  exporters  (+12  pos.,  +$2,000). 
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Industrial  Technology  Services 

Advanced  technology  program  77  $67,489  62  $132,000 

To  strengthen  industry- government  cooperation  and  to  provide  more  Federal  support  for 
commercial  R&D,  the  Advanced  Technology  Program  will  be  significantly  expanded.  The 
additional  funding  will  allow  NIST  to  hold  at  least  two  additional  open  competitions  and  at  least 
two  technology  specific  competitions  duhng  FY  1 994  (+62  pos.,  +$1 32.000).  NIST  will  work  with 
industry  and  other  parts  of  the  Federal  government  to  define  broad  technology  areas  for  these 
competitions,  taking  into  account  information  gleaned  from  past  program  experience. 


Technology  transfer 
and  outreach  33  19,035  13  14.000 

Increased  funding  will  enable  NIST  to  expand  its  Manufacturing  Extension  Partnership  Program. 
(+9  pos.,  +$12,000).  Funding  will  support  expanded  quality  outreach  efforts  by  administering  the 
Malcolm  Baldrige  National  Quality  Award  and  initial  assessment  of  expansion  of  the  award  into  the 
education  and  healthcare  arenas  (+4  pos.,  +$2,000). 
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Comparison  of  Appropriation   by  Activity 


NATIONAL  INSmUTE  OF  STANDARDS 

AND  TECHNOLOOV  -  SIRS 

Mnani'i * — *  '"p' •*"0 

niiiwifrh  and  atandvite: 

DIRECT  OBUGATIONS: 

Electronics  &  etectrical  engineering 

Manulacturing  engineering 

Chemical  science  &  technotogy 

Physics 

Maienals  science  &  engineering 

Buildng  &  fire  research 

Computer  systems 

Applied  mathematics  &  scientific  computing 

TechrK>logy  assBlance 

Research  support  activities 

Obligated  through  Working  Capital  Fund 

TOTAL  DIRECT  OBUQATIONS: 

REIIIBURSABLE  OBUGATIONS: 

TOTAL  OBUGATK>NS: 


1993 

1994 

1994 

Increase/ 

Currentty 

AvBilable 

Base 

Estimate 

(Decrease) 

P..PO. 

Amount 

Perm.  Pos.        Amount 

Pemi.  Pos        Amount 

Amount 

260 

$26,175 

258 

S26.G6S 

290 

S30.668 

32 

$4,000 

114 

10.068 

112 

10.200 

143 

14.400 

31 

4,200 

194 

19.969 

192 

20.054 

218 

23.054 

26 

3,000 

225 

26.482 

223 

26.884 

223 

26.884 

0 

0 

290 

39JBS 

287 

40.636 

348 

47.236 

61 

6,600 

113 

12.061 

113 

12.873 

113 

12.873 

0 

0 

140 

12.463 

138 

13.080 

338 

37.080 

200 

24,000 

70 

6.829 

70 

7.002 

70 

7.002 

0 

0 

ss 

e.920 

85 

8.534 

97 

10.534 

12 

2,000 

205 

39.230 

206 

31i57 

206 

31.257 

0 

0 

(50) 

2.046 

(6,690) 
234.298 

0 
362 

(6,640) 

1.686 

201.782 

1.684 

197.138 

37,160 

0 

0 

1.684 


234.298 


RMMtOMO: 

OflMlttng  co8«ctiona  from: 
F«)K«I  fundi 


UnobltgUKl  balanc*.  slut  of  yaai 
SuMgOI,  financing 

TOTAL  BUOaET  AtnHORnV: 


(9,718) 


(9.718) 


197,138 


TWMWfBW: 

To  Wortiing  capM  fund 


6jB40 


TOTAL  APPnomATION 


240M8 


43M0 
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Summary  of  Changes  from  1 993  Appropriation 


NATIONAL  INSTTTUTE  OF  STANDARDS 

AND  TECHNOLOGY  -  STBS 
llBBaurement  and  engineefwig 


Amount  available  as  shown  in  1994  President's  Budget.  1993 

Plus  December  17  Proposed  Transfers  -  Not  Implemented  (P  L   102-395) 

Plus  transfer  to  Working  Capital  Fund 

Appropriation.  1993 

ADJUSTMENTS  TO  BASE: 
THANSFEHS: 

To  CRF  (A4E  Study)  (5)  ($5,000) 

To  ITS  (Qualtv  Outreach  Program)  (7) (600) 

Subtotal,  transfers  (12)  (5.800) 

ADJUSTIIEMTS: 
Reactor  Heavy  Water  4.000 

FY  1994  Supercomputer  Adfustmert  (925) 

Subtotal,  adiustments  0  3.075 

OTHER  CHANGES: 

1993  Pay  Raise  895 
Wrthin-Grade  step  irKreoses  1.117 
Civil  Service  Retirement  System  (CSRS)  (140) 
Federal  Employees'  Retirement  System  (FERS)  259 
Thrift  savrigs  ptan  40 
Federal  Insurance  Contritxitions  Ad  (FICA)  -  OASQ  108 
Health  insurance  premium  560 
Employees'  Compertsation  Fund  (85) 
Travel  84 
Transportation  of  things  7 
Rental  payments  to  others  5 
Communicatiore,  utjlbes.  and  macallaneoiB  charges: 

Flental  of  Equipment  32 

Other  telephor>e  5 

untitles  784 

Printing  and  reproduction  17 

Other  Services 

Worlcing  Capital  Fund  76 

Other  8ervic«s  1 .899 

Supplies  and  materials  186 

Equipment  1.124 

Sut>totBl,  other  changes 

TOTAL,  ADJUSniENTS  TO  BASE 

1994  base 
Program  changes 
Transfer  to  Working  Caprtal  Fund 
TOTAL  REQUIREMENTS  -  BA 
Working  Capital  Fund  transfer 

18»4  APPROPRMTION:  2,046  240.91 


90 


0 

6.973 

(12) 

14.246 

1.684 

197.188 

362 

43.800 

(6.690) 

2.046 

234.298 

6.690 

68-306    O— 93- 
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Comparison  of  Appropriation  by  Activity 


NATIONAL  INSrmjTC  OF  STANQMtOS 

AND  TECHNOLOGY  -  FTS 
BdMinijral  Proorana 

DIRECT  0BUGAT10NS: 

Adwnced  technology  program 
Technology  transfer 

and  outreach 
OI>liBalad  through  WCF 

TOTAL  DIRECT  0BUGAT10NS: 
RBMBURSABLE  0BUQAT10NS: 

TOTAL  OBLIGATIONS: 

FINANCING: 

Ofhetling  collections  from: 

Federal  funds 

Non- Federal  sources 
Unobligated  tmlance.  start  of  year 
Unobligated  tialance.  end  of  year 
Subtotal,  financing 

TOTAL  BUDGET  AUTMOBfTY: 

TBANSfHtS: 
To  vavteig  captal  fund 

TOTAL  APPHOPRWTION 


1993 

994 

1994 

Increase/ 

Cixrendy 

AiaiUiie 

3ase 

Estjnste 

JDecraase) 

Perm  Pos. 

Amount 

Pim  Pos. 

*n«Mrt 

Perm.  Pas. 

Amount 

Perm 

Pos. 

Amount 

77 

$110,238 

77 

$£7,409 

139 

$199,489 

62 

$132,000 

14 

20;980 

33 

19WS 

46 

33.03S 

13 

14.000 

0 

0 

f13941 

0 

(1,994) 

•1 

ui.ns 

110 

86J24 

1S5 

230.530 

75 
0 

144.006 
0 

1JB4 


144.006 


0 

0 

0 

0 

(45.131) 

0 

0 

0 
0 

0 

(45.131) 

0 

0 

0 

0 

0 

91 

36.067 

110 

a6JB4 

las 

230.530 

75 

144.006 

86.524 


232.524 


91 
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Summary  of  Changes  from  1993  Appropriation 


NATIONAL  INSTTTUTE  OF  STANQAROS 
AND  TECHNOLOGY  -  FTS 

E)tflMim>l  PfOflBMIW 

Appfopnation  currently  available,  1993 

ADJUSTMEWTS  TO  BASE: 

THANSFEBS: 

From  WCF  (Qualty  Outreach  Program) 
From  STRS  (Quality  Outreach  Program) 

Subtotal,  transfers 
ADJUSTMBfTS: 
Limrts  on  Oram  Overtiead 

OTHER  CHANGES: 

1993  Pay  Raise 
Wrthtn-grade  step  increaaes 
Civil  Service  Retirement  System  (CSRS) 
Federal  Employeos'  Fletirement  System  (FERS) 
Federal  Insurance  Contnbutions  Act  (FICA)  -  OASQ 
Health  Insurance  Premium 
Travel 

Transportation  of  things 

Communicatjora.  utilbes.  and  mtscaitaneous  charges 
Rental  o(  Equipment 


1994  Estimate 


Detailed 
.  Pos.       ArrKMifrt 


SumrTMry 
Perm,  Pos.       Amount 


12 

7 


0 
S800 


Printing  and  reproduction 
Other  Services 

Working  Capital  Fund 

Other  services 
Supplies  and  materials 
Equrpmant 

Subtotal,  otfter  changes 
TOTAL,  AOJUSmerTS  TO  BASE 
1994  base 
Program  changes 
Transfer  to  Working  Capital  Fund 

TOTAL  REQUIREMEKTS  -  BA 

Working  Capital  Fund  Transfer 

ig04  APPROPMATION 


(493) 


0 

10 

0 

13 

0 

(2) 

0 

3 

0 

1 

0 

6 

0 

5 

0 

2 

0 

1 

0 

17 

0 

7 

0 

1 

0 

70 

0 

11 

0 

5 

0 

150 

19 

457 

110 

86.524 

75 

148.000 

0 

(1.9941 

185 

230.530 

0 

1.994 

92 
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Comparison  of  Appropriation  by  Activity 


NATIONAL  INSTITVre  Of  STANDARDS 

AND  TECHNOLOGY 
CoiMlniction  ol  ReigMch 


DIRECT  0BUQAT10NS: 

Construction  and  major  renovations 

TOTAL  DIRECT  0BUGAT10NS: 
RBWBURSABLE  0BUGAT10NS: 
TOTAL  0BUGAT10NS: 
RNANaNG: 

Offsetting  collections  from: 

Federal  funds 

f<Jon- Federal  sources 
Unobligated  balance,  start  ol  year 
Unobligated  balance,  end  of  year 

Subtotal,  finarving 

TOTAL  BUDGET  AUTHORITY: 

Plus  Transfefs  Imptofnantod  PivaaMiii 
IdP.U  102-395 

TOTAL  APPROPHUmON 


1993 
CimwgvAjgaabj^ 


1994 
Base 


1994 
Esbtnate 


1.Z50 


Increase/ 
(Decrease) 


Perm.  Pos.        Amount 


0 

$0 

0 

0 

0 

0 

Summary  of  Changes  from  1 993  Appropriation 


NATIONAL  INSTTTl/TE  OF  STANDARDS 

AND  TECHNOLOGY 
Conslniction  ol  ta— fch  and  fat  tihm 
Amount  available  as  sfiown  in  1994  PresidenTs  Budget.  1993 
Plus  December  17  Proposed  Transfers  -  ftol  Implementad (PL  102-395) 
Amount  Currentty  Availat}le.  1993 
Plus  Transfers  Implemented  (PL  102-395) 
Appropriation.  1993 

ADJUSTHEWTS  TO  BASE: 
TTlANSfERS: 

From  STRS 
OTHER  CHANGES: 

Facilities  Savings  (one  time  reduction) 
A&E  study  rediiction 

Subtotal,  ottier  changes 

TOTAL  ADJUSTMENTS  TO  BASE 
1994  base 

TOTAL  REOUIREMENTS 
IBM  APPR0PRMT10N: 


Summary 
Pawn.  Pos.       Amount 

0  $99,790 

0  4.000 


(t43J14) 


103.750 
1350 


0 

(48,314) 

0 

(43.314) 

0 

61.686 

0 

61.686 
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NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTRATION 


The  National  Telecommunications  and  Information  Administration  (NTIA)  is  responsible  for 
formulation  of  national  policy  to  support  the  development,  growth  and  deregulation  of  the 
telecommunications  and  information  industries;  furthering  the  efficient  development  and  use  of 
telecommunications  and  information  services;  and  allocating  and  managing  Federal  use  of  the 
radio  frequency  spectrum.    NTIA  administers  the  Public  Telecommunications  Facilities  Program 
(PTFP)  which  provides  grants  for  planning  and  construction  of  non- commercial 
telecommunications  facilities  and  the  National  Endowment  for  Children's  Educational  Television 
(NECET)  which  awards  grants  to  support  the  creation  and  production  of  television  programming 
specifically  directed  toward  the  development  of  fundamental  intellectual  skills  in  children. 
Beginning  in  FY  1994,  NTIA  will  also  administer  the  National  Information  Infrastructure  (Nil)  Grant 
Program  which  will  award  grants  for  the  planning  and  construction  of  telecommunication 
infrastructures. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1992 

1993 

1994 
Estimate 

Increase 
(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  Expenses 

$17,600 

$17,900 

$21,927 

$4,027 

Public  Telecommunications 
Facilities,  Planning,  and 
Construction 

19.925 

21,320 

20.636 

(684) 

Endowment  for  Children's 
Educational  Television 

National  Information 
Infrastructure  (Nil)  Program 

TOTAL  APPROPRIATION 
Pending  Supplemental 


19.925 

21,320 

20.636 

(684) 

2,000 

1.000 

1,000 

0 

0 

0 

51,000 

51.000 

39.525 

40,220 
63,867 

94,563 

54,343 

94 
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PERMANENT  POSITIONS 


Appropriation: 

1992 

1993 

1994 
Estimate 

Increase 
(Decrease) 

Salaries  and  Expenses 

195 

195 

217 

22 

Public  Telecommunications 
Facilities,  Planning,  and 
Construction 

Endowment  for  Children's 
Educational  Television 

National  Information 
Infrastructure  (Nil)  Program 

TOTAL: 


15 

45 

15 

(30) 

1 

1 

1 

0 

0 

0 

14 

14 

211 


241 


247 


HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 

lncrease/(Decrease) 

Permanent 

Permanent 

Positions 

Amount 

Positions               Amount 

Salaries  and  Expenses 

Domestic  and  International 
Policies 


27 


$3,949 


9 


$950 


An  increase  is  requested  to  allow  NTIA  to  participate  in  intemational  telecommunications 
conferences,  negotiations,  and  standards  development  forums  critical  to  promoting  U.S.  global 
competitiveness.  An  increase  is  also  requested  to  increase  NTIA's  involvement  in  tfie  planning 
and  implementation  of  the  National  Research  and  Education  Network  (NREN).  These  increases 
are  investment  requests  contingent  upon  the  enactment  of  an  omnibus  budget  reconciliation  act 
that  contains  the  President's  deficit  reduction  package. 
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Spectrum  Management  131  $11,203  4  $875 

An  increase  is  included  to  achieve  more  efficient  use  of  Federal  frequency  spectrum.    NTIA  will 
analyze  current  Federal  frequency  assignments  and  develop  a  plan  to  reallocate  200  MHz  of 
Federal  radio  spectrum  to  be  transferred  to  the  FCC  for  assignment  to  the  private  sector  by 
competitive  bidding.    This  reallocation  will  make  scarce  radio  spectrum  available  for  the 
introduction  of  new  technologies.  This  increase  is  an  investment  request  contingent  upon  the 
enactment  of  an  omnibus  budget  reconciliation  act  that  contains  the  President's  deficit  reduction 
package. 


Telecommunication 
Sciences  Research  37  3,775  9  1,175 

An  increase  is  requested  for  NTIA  to  perform  state-of-the-art  telecommunications  standards 
research  related  to  the  Administration's  National  Information  Infrastructure  Initiative.    This 
increase  is  an  investment  request  contingent  upon  the  enactment  of  an  omnibus  budget 
reconciliation  act  that  contains  the  President's  deficit  reduction  package. 


Public  Telecommunications 
Facilities.  Planning  and 
Construction  15  20.636  0  0 

No  increases  are  requested  for  the  Public  Telecommunications  Facilities  grant  program  in  FY  1 994. 


Endowment  for  Children's 

Educational  Television  1  1 ,000  0  0 

No  increases  are  requested  for  the  National  Endowment  for  Children's  Television  in  FY  1994. 

National  Information  Infrastructure 
(Nil)  Grant  Program  0  0  14  51.000 

An  increase  is  requested  in  FY  1 994  to  begin  a  National  Information  Infrastructure  Grant  Program 
as  part  of  the  Administration's  Vision  for  Change  for  America.  This  program  will  award  grants  for 
the  planning  and  construction  of  a  high  speed  telecommunications  information  highway  capable 
of  transporting  large  amounts  of  data  throughout  the  country.  This  increase  is  an  investment 
request  contingent  upon  the  enactment  of  an  omnibus  budget  reconciliation  act  that  contains  the 
President's  deficit  reduction  package. 
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Compar 

son  of  Appropriat 

on  by  Activity 

1 

lase/ 

NATIONAL  TELECOMMUNICATIONS  AND 

1993 

1994 

1994 

Inert 

INFORMATION  AOUINISTnATION 

Base 

Estimate 

(Decrease) 

ftetirifis  and  Eju>enw 

Pann.  Pas. 

Amouta 

Perm 

Pos        Amour* 

P«n, 

Po.        Armunt 

r^ni-  Pos. 

Amo 

unt 

DIRKTOBUGATION 

Oomostic  policies 

13 

J1.910 

13 

$1»7 

15 

$2,197 

2 

S300 

International  policies 

14 

I«S 

14 

2.052 

21 

2.702 

7 

650 

Subtotal 

27 

3j845 

27 

3.849 

36 

4.899 

9 

950 

Spectrum  plans  and  policies 

22 

2337 

22 

2.220 

26 

3.095 

4 

875 

Spectrum  management,  analysis  &  opambora 

109 

8.926 

109 

8ja3 

109 

8.963 

0 

0 

Subtotal 

131 

11.163 

131 

11303 

135 

12.078 

4 

■75 

Spectrum  research  and  analysis 

19 

1.749 

19 

1315 

22 

2.1S3 

3 

336 

Systems  &  netwoflo  researdi  &  analyss 

18 

2.072 

18 

1.960 

24 

2.797 

6 

837 

Subtotal 

37 

3vl21 

37 

3.77S 

46 

4.B50 

9 

1.175 

TOTAL  DIRECT  OBUOATIONS: 
RaMBURSABLE  OBUOATIONS: 
TOTAL  OBUOATIONS: 
HMAWCING: 

OflseOing  collections  from: 
federal  funds 
Non -federal  sources 
UnobUj^ted  balance,  storl  ol  year 

Subtotal,  financing 
TOTAL  BUOOET  AinHORntY: 


18«9 
8.800 


195 
69 


18.927 

ajno 


2ije7 

8.800 


27429 


27.727 


P) 


30.727 


(8.550) 
(250) 


(334 


22 

0 


3.000 
0 


3.000 


tm 


(9.136) 


(W) 


(8J00) 


21jaZ7 


to  P.L  iae-3B5 

TOTAL  APPnOPHATION 


fsm 


17^00 
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Summary  of  Changes  from  1993  Appropriation 


NATIONAL  TELECOMMUNICATIONS  AND  1994  Estimate       

INFORMATION  ADMINlSTTtATION  Detailed  Summary 

Salaries  and  Eig>en»e»  Perm.  Pos-       Amount            Perm.  Pos        Amount 

Amount  available  as  shown  in  1994  President's  Budget.  1993  195               $19,566 

Less  December  17  Proposed  Transfers  -  Hot  Imptemenled  (P.L-  102-395)  1,073 

Amount  Cuaentty  Available.  1993  18.493 

Less  Transfers  Implemented  (PL-  102-395)  593 

Appropriation,  1993  17,900 

ADJUSTMENTS  TO  BASE: 

OTHER  CHANGES: 

1993  Pay  raae  $130 

Full  year  cost  in  1994  of  positions  financed  for  part  year  in  1993  109 
Within -grade  step  increases 

Civil  service  retirement  (23) 

Federal  employees'  retirement  system  43 

Thrill  savings  plan  7 

Federal  Insurance  Contributions  Act  (FICA)  -  OASQ  36 

Health  insurance  premium  49 

Employees'  Compensation  Fund  (5) 
Travel 

Per  Diem  15 

Rental  payments  to  GSA  46 

Communicatiore.  utilities  and  misc  charges  12 

Printing  and  reproduction  6 
Other  services 

Working  Caprtal  Fund  (12) 

Other  servtces  1 1 
Supplies  and  materials 

Continu^on  of  FY  1993  operating  level  

Subtotal,  other  changes 

TOTAL,  ADJUSTMENTS  TO  BASE 

1994  base 
Investment 

TOTAL  REQUIREMENTS  217  21,927 

1994  APPR0PRMT10N  217  21,927 


6 

593 

0 

1,027 

0 

1.0B7 

195 

ia,9S7 

22 

3.000 
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Comparison  of  Appropriation 

by  Activity 

J 

NATIONAL  THLECOyyUNICATIONS  AND 
INFORMATION  ADMINISTRATION 

1993                                            1994 
Currently  AvBitaMe                             Base 

1994 
Estimate 

Increase/ 
(Decrease) 

Perm  Pos.       Amount            Pemi  Pos.       Amount 

Pemi 

TOTAL  DIRECT  OBUGATIONS: 

Pos,       Amount 

Publk:  telecommunications  facilities, 
planning  and  constniCtion 


Summary  of  Changes  from  1993  Appropriation 


NATIONAL  TEL£COMMUI«CATK>NS  AND 
INFORMATION  ADMINISTRATION 


PlumnQ,  &  Coiialimiboii 
Amount  Currentty  Axwiable.  1993 
nus  Translers  Implemented  (PL  102-395) 
Appropriation,  1993 


Detailed 
■  Pes.       Amount 


Summafy 

Perni.  Pos-       Amount 

45  $20,254 

I.OGG 


45 


21.320 


ADJUSTMBfTS  TO  BASE: 

Limits  on  Qrant  O^nrhead 

Tranrfer  to  S&E 

Traraler  to  Nil 

ContinuMion  ol  FY  1903  oparatir>g  lawl 

Subtotal,  other  ctianges 

TOTAL  ADJUSTMBfTS  TO  BASE: 

1994  b«»e 
Program  changes 

TOTAL  REQUIREMENTS 

ig»4  APf>nOPRMTK>N 


(»1) 


(16) 

(1«) 

(583) 

(30) 

(684) 

(30) 

(684) 

15 

20.636 

= 

0 

0 

IS 

20j63e 

IS 

20M8 
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Comparison  of  Appropriation   by  Activity 


NATIONAL  TELfCOMUUNICATIONS  AND 
INFORMATION  ADMINISTRATION 

Ntkwi  En«fcwwnent  lof  Chi<fc»n'« 
EducationBl  TelevBion 

DIRECT  0BUGAT10NS: 

Nabonal  Endowment  lor  Children's 
Educational  Television 


1993 
Currentty  Available 

Perm.  Pos.       Amount 


1994 
Base 


Perm.  Pos        Amount 


1994 
Estimate 


Pemi-  Pes        Amount 


Increase/ 
(Oecrgse) 


Perni.  Pos-       Amount 


Summary  of  Changes  from  1993  Appropriation 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTRATION 

Natkwi  bHkmmart  fcy  Chidran's 
Educational  Tetovwion 

Appropriation  currently  available,  1993 

1994  base 
Program  changes 
TOTAL  REQUIREMENTS 
1994  APPROPRUOION 


1994  Estimate 

marv 

Detailed                                  Sum 

Amount 

1 

S1.000 

1 

1,000 

0 

1 
1 

0 
1.000 
1.000 

Comparison  of  Appropriation  by  Activity 


NATIONAL  TELECOyMUNICATIONS  AND 

1993 

1994 

INFORMATION  ADHINISTnATION 

Currenttv  Available 

Base 

Ndional  imoniiation 

Perm.  Pos        Arrrount 

li^mitructure  (Ml)  Piogmm 

Perm  Pos.       Amount 

DIRECT  0BUGAT10NS 

Intomiatnn  infrastructure 

Program 

0                  to 

0                      $0 

Perm-  Pos        Amount 


Increase/ 
(Decrease^ 


Perm.  Pos.       Amount 


Summary  of  Changes  from  1993  Appropriation 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTRATION 


Irfrmalnjclura  (Ml)  Progmm 
Appropriation  currentty  available,  1993 

1994  base 

Investment 

TOTAL  REQUIREMENTS 

IS94  APPR0PRWT10N 


1994  Estimate 

marv 
Am 

Detailed                                  Sum 

Paim.  Pos        Amount            Perm  Pos 

ount 

0 

0 

0 

0 

14 

»51,000 

14 

51.000 

14 

51.000 

100 
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BRIDGE  FROM  1993  AND  1994  APPROPRIATIONS  TO 
1993  AND  1994  BUDGET  AUTHORITY 


(Dollar  amounts  in  thousands) 


Annual  appropriations  ad 

Emergency  supplemental  (PL.  102-368) 

ApprofHiations 
Trarurfer  to  'Promote  and  develop  ftshery  products  and 
research  pertaining  to  American  fisheries'.  NOAA 
StdHotal.  FedemI  fcBMte 
Trust  funds 
Offeetting  receipts 

BUDGET  AUTXOnTY.  DB>AHniBIT  OF  COyMERCE 


S3.109i37 
8.700 


$3,578,936 
0 


3.179.345 

3.640.336 

500 

508 

(119.320) 

(124.820) 

3.060.525 

3.516.024 

Change 
19S3  -  1994 
$469,699 
0 


JSL 


(5.500) 


COMPARISON  OF  1994  ESTIMATE  WITH  1992  AND  1993 
APPROPRIATIONS   ENACTED  TO  DATE 


(Dollar  amounts  in  thousancJs) 


Penn.  Pos.     Amount 


1993  Appfopnation 
Perm.  Pos.     Ainounl 


1994  Estimate 


Peffn.  Pos.     Amount 


GENERAL  ADyiMSmATION: 

Salaries  and  expenses 
Office  of  the  Inspector  General 
Subtotal.  GA 

ECONOMIC  OEVELOPyENT  AOiflNlSniATION: 

Salaries  and  expenses 
Econ-  assistance  programs 
Econ- dev  revolving  fund 
Econ-  dev  guaranteed  loans 
Subtotal.  EDA 

BUREAU  OF  THE  CENSUS: 

Salaries  and  expenses 
Periodic  censuses  and  programs 
Subtotal.  Census 

ECONOMIC  AND  STATISTICAL  ANALYSIS: 

Salahes  and  expenses 

INTERNATIONAL  TTtADE  ADMIMSTnATION: 

Operations  and  administiabon 


355 
214 


$31,280 
15.140 


340 
214 


$31,712 
15.605 


367 
214 


$38,042 
18.381 


Increase/Decrease 
Perm,  Pos-     Amount 


27 
0 


$6,330 
2.576 


357 

27.632 

375 

27.118 

375 

30.151 

0 

3.033 

0 

301.936 

0 

217.000 

0 

223.150 

0 

6.150 

0 

(3.000) 

0 

0 

0 

0 

0 

0 

18 

2.414 

0 

0 

0 

0 

0 

0 

2.066 

125290 

2.041 

123.955 

2.361 

140,796 

320 

16.843 

2.149 

165.000 

2.655 

173.300 

1.880 

130.918 

(775) 

(42,382) 

4515 

290.290 

4.696 

297255 

4241 

271.716 

(455) 

(25,539) 

604 

40.380 

601 

39.353 

566 

49.802 

(35) 

10,449 

2.521 

209.160 

2.431 

213,851 

2.431 

246.333 

0 

32,482 
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PefiTi.  Pos.     Amount 


1993  Appropriation 


3  Appropi 


Pefm  Pos       Amount 


1994  Estimate 
Penn   Pos       Amount 


I  ncreaseA)ecrease 
Perm.  Pos.     Amount 


BUREAU  OF  EXPOHT  ADMINISTT1AT10N: 

Operations  and  administration 

UINORFTY  BUSINESS  DEVELOPMENT  AGENCY: 

MirKKity  business  development 
UNTT^O  STATES  TRAVEL  AND  TOURISM 
AOMINISmATION: 

Salanes  and  expenses 

NATIONAL  OCEANIC  AND  ATMOSPHERIC 

ADMINISTRATION; 

Operatioru,  research,  and  facilities 

Construction 

Fishing  vessel  and  gear  damaga 

compensation  hjnd 
Fishermen's  contingency  fund 
Foreign  lishng  ot>server  fund 
Fishng  vessels  obligations  guar 
Federal  shp  financing  fund 
Fleet  modernization,  shipbuildrig. 

and  conversion 
GOES  Satellite  contingency  fund 
Fisheries  promotional  fund 
Promote  and  develop. ..fisherws 

Subtotal.  NOAA 

PATEPTT  AND  TTIADEUARK  OFFICE: 

Salanes  and  expenses 
TECHNOLOGY  ADMIMSTTIATION: 

Salanes  and  expenses 

NATIONAL  TECHNICAL  INFORMATION  SERVICE: 

MT1S  Revolving  fund 

NATIONAL  INSTTTUTE  OF  STANDARDS 
AND  TECHNOLOGY: 

Scientific  and  technical  research  and  services 
Industrel  techrxilogy  services 
Construction  of  research  facilitiBS 
Subtotal.  NtST 

NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMIMSTTIATION: 

Salanes  and  expenses 

Public  telecommunications  tacilitss. 

planning  and  comtruction 
Endowment  tor  children's  education 

televisbn 
lnfom)atK>n  Highways 

Subtotal.  NT1A 
TOTAL  DEPAHTMENT  OF  COMMERCE 


488  S39.450 


216  42.500 


12.069        1.643.213 


5.852  88.441 


43  4.600 


1.627  183.000 

19  63.713 

0 0^ 

1.646  246.713 


442  $41,015 


209  37.fi 


319  $34,747 


209  45.381 


(123)  ($6,268) 


11.988 

1.4S1.999 

12^57 

1.526.516 

12.366 

1.757.672 

109 

231.156 

21 

34.917 

5 

94,500 

5 

79.063 

0 

(15.437) 

4 

1.281 

4 

1.306 

4 

1.335 

0 

29 

1 

1.000 

1 

1.025 

1 

1.051 

0 

26 

3 

(1.204) 

5 

565 

5 

564 

0 

(1) 

0 

1.770 

0 

470 

0 

0 

0 

(470) 

29 

0 

0 

0 

0 

0 

0 

0 

IS 

33.200 

16 

30.000 

16 

23.064 

0 

(6.936) 

0 

110.000 

0 

0 

0 

0 

0 

0 

1 

250 

0 

0 

0 

0 

0 

0 

7 

0 

7 

0 

0 

0 

(7) 

0 

12^95        1.654.382 


5^91  86.672 


43  4.450 


.696  192.940 

91  86.067 

0  105.000 

.787  384.007 


12.397        1.862.749 


5.237  103.000 


43  5.425 


2.046  240.988 

185  232.524 

5  61.686 


2236 


535.198 


(54)  16.328 


0  (8,000) 


350  48.048 

94  146.457 

5  (43.314) 


449 


151.191 


195 

17.600 

195 

17.900 

217 

21.927 

22 

4,027 

15 

19.925 

45 

21.320 

15 

20.636 

(30) 

(684) 

1 

2.000 

1 

1.000 

1 

1.000 

0 

0 

0 

0 

0 

0 

14 

51.000 

14 

51.000 

211 

39.52S 

241 

40220 

247 

94.563 

6 

54.3*3 

28.903        3.037.154 


29.059        3.117.937 


28.978       3.578.936 


(81) 
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Summary  of  Requirements  with  Detail  of  Adjustments  to  Base 
and  Built-in  Changes 


(Dollar  amounts  in  thousands) 


1994  Esttmate 
Defiled 
Perm.  Pos.  Amount 


Appropriations  currently  available,  1993 
ADJUSTMEWTS  TO  BASE: 

TRANSFERS: 

From  'Promote  and  Develop  Fishery  Products* 
Inter  Bureau  Transfer 

ADJUSTMENTS: 

Non-recurring  items 
I-  lb  reduction 
Administrative  expenses 

FINANCING: 

From  recoveries  of  prior  year  obligatoons 
Fees  collections  in  1993 

OTHER  COST  CHANGES: 


Continuation  of  1993  operating  level 

0 

($4,675) 

1993  Pay  raise 

0 

9,526 

Law  Enforcement 

0 

91 

Full  year  cost  in  1994  of  positions  financed  for  part  year  in  1993 

0 

8,256 

Within-grade  step  increases 

0 

16,033 

Civil  Sendee  Retirement  System(CSRS) 

0 

(2.026) 

Federal  Employees'  Retirement  System(FERS) 

0 

3,771 

Thrift  Savings  Plan 

0 

1,084 

Federal  Insurance  Contributions  Act  (FICA)  -OASDI 

0 

2.714 

Variable  housing  allowance 

0 

169 

Health  insurance 

0 

4.346 

Employees'  Compensation  Fund 

0 

(119) 

Retired  pay 

0 

373 

Unemployment  Compensation 

0 

(3.560) 

Travel: 

Per  diem 

0 

245 

Travel  adjustment 

0 

(851) 

Summary 
Perm.  Pos.  Amount 


$3,117,937 


0 

61,400 

(20) 

0 

(1,162) 

(102,463) 

(236) 

(24.000) 

0 

(16,818) 

0 

11,800 

0 

387,000 
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Transportation  of  things 
RentaJ  payments  to  GSA 
Rental  payments  to  others 
Communications,  utilities  &  misc.  charges; 

Rental  of  EquipmerH 

Other  Telecommunication  System 

Other  telephone 

Utilities 
Printing  and  reproduction 
Other  services: 

Working  Caprtal  Fund 

Other  services 
Supples  and  materials 
Equipment 

investmerrts  and  loans 
Grants 

Insurance  claims  and  indemnities 
Overseas  wage  increases 
Overseas  price  increases 
Adjustment  of  SIPP  (Census  S&E) 
BEA  relocation 
Umft  on  grant  overhead 
Foreign  Affairs  Administrative  Services 
Restoration  of  FY  1993  Base  Reduction 

Subtotal,  other  changes 

TOTAL.  ADJUSTMEMTS  TO  BASE 

1994  Base 
Program  changes 

TOTAL  REQUIREMEKTS 

Fee  collections 

Recoveries  from  prior  year  obligations 

Transfer 


1994  Estimate 

Detailed 

Summaiv 

Perm.  Pos.             Amount                Perm.  Pos.             Amount 

0 

$510 

0 

8,615 

0 

285 

0 

33 

0 

(4.784) 

0 

(963) 

0 

922 

0 

1,953 

0 

1,471 

0 

(2,318) 

0 

2,168 

0 

1,921 

0 

13 

0 

620 

0 

61 

0 

2,525 

0 

3,295 

59 

3,526 

0 

1,500 

0 

(1,100) 

0 

9,109 

152 

16.256 

$60,995 


(1.207) 

397,914 

27.852 

3.515.851 

1,126 

557.977 

28,978 

4.073.828 

0 

(415,692) 

0 

(17,800) 

0 

(61.400) 

1994  APPROPRIATION  REQUESTED 


28,978 


3,578,936 
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COMPARISON  BY  BUREAU  OF  ADJUSTMENTS  TO  BASE 
1994  ESTIMATE  AND  PROGRAM  CHANGES 


(Dollar  amounts  in  thousands) 


BUREAU 

GMteral  AdminitfTation 

Economic  De^slopment  Administrabon 

Bureau  of  the  Census 

Economic  and  Statistical  Anatyvs 

International  Trade  Admintstrabon 

Bureau  of  Export  Administntion 

Minoritv  Buiimss  Development  Agency 

United  States  Travel  &  Tourism  Admintitralion 

National  Oceanic  &  Atmoaphenc  Admirasijation 

Patent  and  Tndemarfc  Office 

Technology  Admioistiation 

National  Technical  Information  Service 

National  Intf  of  Standards  &  Technology 

National  Telecommunications  and 
Informatton  Administrabon 

TOTAL  REOmREMENTS 


Increase/Decrease 

NetA^ustmi 

gntsToBsM 
Amourn 

1994  Base 

19S4Estnnats 

ovar  1994  Base 

Pofm.  PoB. 

Penii  Pas 

Amoum 

P^POS 

Amount 

Pefm.  Pos 

Amoum 

S 

$1,906 

560 

S49.423 

581 

$56,423 

21 

$7,000 

0 

(13.097) 

375 

231.021 

375 

253.301 

0 

22.280 

(712) 

(37.431) 

3.984 

259.824 

4i41 

275.716 

257 

15.892 

CT) 

7.449 

554 

46.802 

566 

49.802 

12 

3.0OO 

0 

13.858 

2.431 

227.709 

2.431 

246.333 

18.624 

P) 

191 

435 

41.206 

319 

34.747 

(116) 

(6.459) 

0 

2.492 

209 

40.381 

209 

4SJ81 

5,000 

0 

(1.410) 

94 

17.798 

96 

20^98 

2 

2,500 

(144) 

71.829 

12.151 

1.726.211 

12J97 

1.937.949 

246 

211.738 

(2«S) 

398.418 

5.006 

485.080 

5.237 

518.692 

231 

33.602 

0 

(25) 

43 

4.425 

43 

5.42S 

1,000 

0 

(8.000) 

0 

0 

0 

0 

0 

12 

(38.B0SI 

1.799 

34SJ98 

2J236 

535.198 

437 

189,800 

PH 

343 

211 

40;563 

247 

_«^ 

36 

54,000 

(laOT) 

397.914 

27.852 

3.515.851 

28.978 

4.073.828 

1.128 

557,977 

naccwaiiai  from  pnoryaar  obligations 
Tmn^ars 


19*4  APPROPnUTWH  nEOUESTBI 


0  (415.682) 

0  (17«)0) 

0  (61.400) 

28^78  3,578,936 
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AUTHORIZING  LEGISLATION  REQUIRED  FOR  FY  1994 


1993  1994  1994 

Appropriation  and  activity  Enacted  Base  Request 

Economic  Development  Administration 

Economic  Development  Assistance  Programs  $217,000  $203,870  $223,150 

Community  Economic  Development  Act  of  1981 ,  PL.  97-35,  expired  9/30/82. 

Bureau  of  the  Census 
Salaries  and  Expenses 

Quarteriy  Financial  Report  2,100  2,300  2,300 

Census,  Title  13  U.S.C,  Amendment,  P.L.  101  -227,  expires  9/30/93. 

National  Oceanic  and  Atmospheric  Administration 
Operations,  research  and  facilities: 

NationcU  Marine  Fisheries  Service 

Marine  Fisheries  Program  Authorization  Act  84,281  86,954  87,701 

P.L.  102-567,  expires  9/30/93. 

Marine  Mammal  Protection  Act  Amendments  of  1988,  20,558 

PL.  101-711,  expires  9/30W. 

Magnuson  Fisheries  Conservation  and  Management  98,408 

Amendments,  P.L  101  -627.  expires  9/30/93. 

Endangered  Species  Act  Amendments  of  1988,  8,821 

P.L.  100-478,  expired  9/30/92. 

Later  Transmittal  Proposal: 
Marine  Navigation  Trust  Fund  0  0  45,500 

Subtotal,  NOAA  212,068  212.988  263,984 
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20,471 

21,101 

96,751 

101,277 

8,812 

8,405 
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Appropriation  and  activity 
Patent  and  Trademark  Office 


1993 
Enacted 


Salaries  and  expenses:  $86,672 

Patent  and  Trademark  Office  Authorization  Act,  P.L.  102-204,  expired  9/30/92. 


1994 
Base 


$103,000 


1994 
Request 


$103,000 


Technology  Administration 

Salaries  and  expenses: 

Office  of  the  Under  Secretary,  Technology  Policy, 
Japanese  Technical  Literature,  Clearinghouse  on 
State  and  Local  Initiatives  on  Productivity, 
Technology,  and  Innovation 

The  Technology  Administration  Act  of  1991  (Sec.  103), 
P.L.  102-245,  expires  9/30/93. 


4,450 


4,425 


5,425 


National  Institute  of  Standards  and  Technology: 

Scientific  &  technical  research  and  services: 

The  Technology  Administration  Act  of  1991  (Sec.  104), 
P.L.  102-245,  expires  9/30/93. 


192,940 


197,188 


240,988 


Industrial  technology  services: 

The  Technology  Administration  Act  of  1991  (Sec.  104), 
P.L.  102-245,  expires  9/30/93. 


86,067 


86,524 


232,524 


Construction: 

The  Technology  Administration  Act  of  1991  (Sec.  104), 
P.L.  102-245,  expires  9/30/93. 

Subtotal.  NIST 


105,000 


384,(X)7 


61,686 


345.398 


61,686 


535.198 
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Appropriation  and  activity 

National  Telecommunications  and   Information 
Administration 

Salaries  and  expenses: 

TelecommunicationsAuthorization  Actof  1992,  P.L  102-538, 
expires  9/30/93. 


1993 
Enacted 


$17,900 


1994 
Base 


$18,927 


1994 
Request 


$21,927 


Proposed  for  Later  Transmittal: 

National  Information  Infrastnicture 

/Ujthorizing  Legislation  for  the  National  Information 
Infrastructure  Grant  Program 

Subtotal,  NTIA 


17.900 


18,927 


51,000 


72,927 


TOTAL,  AUTHORIZATION  REQUIRED 


924,197  890.908         1,205,984 


PROGRAMS  AUTHORIZED 


2.310,040 


TOTAL,  DEPARTMENT  OF  COMMERCE 


3,516.024 
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Budget  Authority  By  Function 


(Dollars  in  Thousands) 


FUNCTION  /  PROGRAM 

300  NATURAL  RESOURCES  AND  EWVIRONWEWr 

304  Poiliition  control  and  abatement 

National  Oceanic  and  Atmospheric  Administration 

306  Other  natural  reaourcas 

National  Oceanic  and  Atmospheric  Administration 

Total.  Natml  Raaourcsa  and  Environmart 
370  COyMERCE  AND  HOUSING  CREDTT 


($4,575) 


($17,506) 


(SI  .500} 


Change 
1993-1994 


$16,006 


123,S40 


376  Other  advar>can>6nt  and  regulation  of  Commerce 

General  Administrabon 

Bureau  o(  the  Census 

Economic  and  Statistical  Analysis 

International  Trade  Administration 

Bureau  of  Export  Administrabon 

Minortty  Business  Devek>pmenl  Agency 

United  States  Tra\rel  and  Tourism  Administration 

NatK>rial  Oceanic  and  Almosphenc  Administration 

Patent  and  TradamarV  Office 

Techrwlogy  Administration 

National  Institute  of  Standards  and  Technology 

National  Technical  Information  Service 

Natiorut  Telecommuncations  and  Information  Administration 
Tcitel,  ConwiTW  and  Houatoig  Crwit 


46.420 

47.967 

56.423 

8.458 

290^90 

297.25S 

271.716 

(25.539) 

40.380 

46.953 

49.802 

2.849 

209.160 

213.851 

248.333 

32.482 

39.4S0 

41,015 

34.747 

(6.268) 

42.500 

39.767 

45.381 

5.614 

17.480 

19.208 

20.298 

1.090 

32.956 

38274 

26.014 

(12280) 

88.441 

86.872 

103.000 

16.328 

4.600 

4.636 

S.4ZS 

789 

246.713 

500.160 

535.198 

35.038 

0 

7800 

0 

(7.800) 

17.600 

18.493 

21.927 

3.434 

1.075.990 

1.382.051 

1.416.264 

54213 

480  coyyuMnv  and  hegiohai.  dewelopmemt 

452  Araa  and  ragional  dewtopfnent 
Economic  Oevak>pfnent  Adminialralion 

Totol.  CommunAy  and  Rogiotml  DmrntopmrnM 


328.982 


331.727 


(78.428) 


(78.428) 
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Budget  Authority  By  Function 


(Odlars  in  Thousands) 


FUNCTION /PHOQRAM 


Change 
1993-1994 


500  EDUCATION.  TTUUMNO.  EMPLOYMBffT.  AND  SOCUL  SERVICES 


503  Research  and  ^enaral  education  aids: 

National  Telecommunications  and  Informalion  Administration 

Total.  Education.  Tmining,  Cmployinant  and  SocW  Sarvioea 

SUBTOTAL,  FEDERAL  FUNDS 

Tnjst  funds 
Offsetting 


(S12.485) 


SUBTOTAL,  DEPAmUBrT  OF 


21.925 

85.121 

72.63S 

(12.485) 

3.096.4S9 

3.537.188 

3.640.336 

103.148 

73.023 

500 

508 

8 

(146.S74) 

{119.320) 

(124.820) 

(5.500) 

3.022.538 

3.418.368 

3.516.024 

S7.SS6 

aOO  NATURAL  RESOURCES  AND  ENVIRONMEKT 

National  Oceanic  and  Atmoapheric  AdminiMntion 

306  Other  natural  resourcas 

Federal  Funds 
301  Water  resourcas 

Trust  Funds 


(45.500) 


(45.500) 


TOTAL,  DEPARTllBfT  OF  COUIIBICE 


1/  Indudes  ttw  S3S7.B43  million  economic  stimuliB  supplemental 

2/  Includes  the  S51 7.865  million  invastmenl  raquast  wtiich  is  contingent  upon  enactment  of  an  omnibus  budget  reconciliation  ad  ttiat 

contairs  tt>e  President's  deficit  reduction  pacfcage. 
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SUMMARY  OF  BUDGET  AUTHORITY:  1994  -  1998 

(Dollar  amounts  in  millions) 


General  Administrabon 

Economic  Development  AdministTBtion 

Bureau  of  the  Census 

Economic  and  Statistical  Analysts 

International  Trade  Administration 

Bureau  of  Export  Administration 

Minority  Business  Development  Agency 

United  States  Travel  and  Tourism  AdminiatratkKi 

National  Oceanic  and  Atmospheric  Administration 

Patent  and  Trademark  Office 

Technology  Administration 

National  Institute  of  Standards  and  Technology 

Natiorial  Telecommunications  and  Inlormatbn  Administration 

SUBTOTAL,  FEDERAL  FUNDS 

Trust  funds 
Offsetting  receipts 


$56 

»47 

J47 

$45 

$45 

220 

228 

233 

237 

242 

272 

272 

285 

300 

533 

50 

48 

49 

48 

47 

246 

218 

219 

212 

210 

35 

33 

33 

31 

31 

45 

39 

39 

39 

39 

20 

20 

21 

20 

21 

1.681 

1.637 

1.649 

1.618 

1.624 

103 

107 

0 

0 

0 

S 

4 

4 

4 

4 

347 

385 

391 

390 

393 

41 

41 
3.079 

41 

41 

41 

3.122 

3.010 

2.966 

3.230 

1 
(125) 

(129) 

(20) 

(20) 

(21) 

SUBTOTAL  DEPAHTUENT  OF  COMMERCE 


3^10 


INVESTMENTS 


Economic  Development  Administration 

Ecor>omic  devekipmant  assBtance  programs 

National  Ocaanic  and  Atmospheric  Ac^iniatration 
Operations,  rasaarch.  and  facilities 
Construction 

National  Institute  of  Standards  and  Techrwlogy: 

Scientific  and  technical  research  and  services 

Industrial  technology  services 

Wortang  Capital  Fund 
National  Telecommunications  and  Information  Administration: 

Salaries  and  expenses 

Informatcn  infrBStnjcture  grants 


228 

1SS 

155 

129 

38 

IS 

(36) 

(48) 

(52) 

(53) 

37 

121 

177 

234 

258 

142 

431 

520 

754 

754 

9 

1 

1 

1 

1 

3 

0 

0 

0 

0 

51 

ISO 

150 

150 

150 

SUBTOTAL  INVESTMENTS 


1^71 


Propoeedlor  lalar  tmnanuttel: 

Operatioru.  reseaich  and  facilities.  Federal  funds 
Marirw  Navigation  Trust  Fund 


(4«) 
46 


(4«) 
46 


(46) 
46 


(46) 
46 


(46) 
46 


TOTAi.  dgpahhient  of  commerce 


4.238 
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SUMMARY  OF  OUTLAYS:  1994  -  1998 


(Doflar  amounts  in  millions) 


Genersl  Administration 

Economic  Development  Administration 

Bureau  of  the  Census 

Economic  and  Stabsbcal  Anatysis 

International  Trade  Administratkin 

Bureau  of  Export  Administration 

Minority  Business  Development  Agency 

United  Slates  Travel  and  Tourism  Administration 

Nabonal  Oceanic  and  Atmosphenc  Administration 

Patent  and  Trademark  Office 

Technology  Administration 

Nabonal  Instibjte  o(  Standards  and  Technology 

National  Telecommunications  and  Information  A(kntnistration. 

SUBTOTAU  FEDERAL  FUNDS 

Tnjst  funds 
Offsetting  receipts 


$58 

M7 

t47 

$45 

$45 

276 

340 

327 

300 

234 

272 

280 

272 

280 

481 

SO 

48 

49 

48 

47 

233 

224 

221 

214 

212 

35 

33 

33 

31 

31 

49 

42 

39 

39 

39 

21 

20 

21 

20 

21 

IMS 

1.602 

1.596 

1.633 

1.626 

102 

105 

0 

0 

0 

5 

5 

4 

4 

4 

321 

344 

376 

381 

398 

77 

75 

41 

41 

41 

3.164 

3.165 

3.027 

3.035 

3.178 

(125) 

(129) 

(20) 

(20) 

(21) 

TOTAU  DEPARTIiafT  OF  COyilBICE 


3.040 


INVESTMBTTS 

Economic  DevBk>pment  A<kninitfntion: 
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80 

2 

3 
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(46) 
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164 
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45 

181 
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654 

4 

5 

1 

1 

1 

3 

0 

0 

0 

0 

1 

42 
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(46) 
46 
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46 
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3.259 
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GLOSSARY  OF  TERMS 


Budget  Authority 

Budget  authority  for  any  year  represents  the  authority  to  incur  obligations,  requiring  either 
immediate  or  future  payment,  which  will  become  available  during  the  year.  Appropriations  on 
which  the  Congress  acts  are  the  most  common  form  of  budget  authority,  allowing  Federal 
agencies  to  make  payments  out  of  the  Treasury  for  specified  purposes. 

Federal  Funds 

Funds  collected  and  used  by  the  Federal  Government  for  the  general  purposes  of  the 
Government.  There  are  four  types  of  Federal  fund  accounts;  the  general  fund,  special  funds, 
public  enterprise  (revolving)  funds,  and  intra -governmental  funds.  The  primary  Federal  funds 
type  is  the  general  fund,  derived  from  general  taxes  and  borrowing. 

Full-time  Equivalent  (Workyears)  Employment 

Compensable  workyears  for  all  Federal  personnel,  calculated  by  dividing  the  total  number  of 
hours  {worked  or  to  be  worked)  by  the  number  of  compensable  hours  applicable  to  each  fiscal 
year  (8  x  the  number  of  compensable  days  in  each  fiscal  year).  For  a  fiscal  year  with  260  days, 
the  divisor  is  2080,  for  261  days,  2088;  for  262  days,  2096. 

Offsetting  Receipts 

Collections  deposited  in  receipt  accounts  that  are  offset  against  budget  authority  and  outlays 
rather  than  being  counted  as  budget  receipts.  These  collections  are  derived  from  other 
Government  accounts  or  from  Government  activities  that  are  of  a  business-type  or 
market- orientated  nature. 

Outlays 

Obligations  incurred  under  budget  authority  are  generally  liquidated  by  the  issuance  of  checks  by 
the  Treasury.  Such  payments  are  called  outlays.  Outlays  during  any  fiscal  year  may  be  payments 
of  obligations  incurred  in  prior  fiscal  years  or  in  the  same  fiscal  year. 


113 


119 


Permanent  Positions 

Permanent  positions  are  funded  positions  which  are  occupied  or  expected  to  be  occupied  by 
full-time  employees  with  permanent  appointments  as  of  September  30  of  each  year. 

Supplemental  Appropriation 

An  act  appropriating  funds  in  addition  to  those  in  an  annual  appropriation  act.  Supplemental 
appropriations  provide  additional  budget  authority  beyond  original  estimates  for  programs  or 
activities  (including  new  programs  authorized  after  the  date  of  the  original  appropriation  act)  for 
which  the  need  for  funds  is  too  urgent  to  be  postponed  until  enactment  of  the  next  regular 
appropriation  act. 

Trust  Funds 

Funds  collected  and  used  by  the  Federal  Government  for  carrying  out  specified  purposes  and 
programs  according  to  terms  of  a  trust  agreement  or  statute,  such  as  the  social  security  and 
unemployment  trust  funds.  Trust  funds  are  not  available  for  the  general  purposes  of  the 
Government. 
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General  Statement 

Mr.  Smith.  Here  to  testify  is  the  Honorable  Ronald  H.  Brown, 
the  new  Secretary  of  Commerce.  Secretary  Brown,  we  will  insert 
your  biographical  sketch  into  the  record  at  this  point,  and  you  may 
proceed  with  your  oral  statement. 

[The  information  follows:] 

Ronald  H.  Brown 

In  naming  Ronald  H.  Brown  as  Secretary  of  Commerce,  President  Bill  Clinton 
said  he  was  appointing  someone  who  could  make  the  Department  a  "powerhouse. 

The  President  noted  that  Ron  Brown  "has  had  a  distinguished  career  as  a  lawyer. 
He's  been  the  chief  counsel  of  the  Judiciary  Committee  of  the  Senate.  He's  been  a 
prominent  civil  rights  leader.  He's  worked  11  years  at  the  Urban  League.  He  has 
been  a  brilliant  negotiator  and  perhaps  the  most  outstanding  chairman  of  the 
Democratic  National  Committee  in  my  lifetime."  . 

Secretary  Brown  was  born  in  Washington,  D.C.,  in  1941  and  was  raised  in 
Harlem,  New  York,  where  his  father,  William,  managed  Harlem's  Theresa  Hotel. 

With  the  help  of  a  scholarship,  he  attended  Middlebury  College  in  Vermont  where 
he  was  the  only  African  American  in  his  class,  and  the  first  to  break  the  color  line 
at  a  previously  all-white  fraternity. 

Secretary  Brown's  first  job  after  college  was  as  a  welfare  caseworker  tor  the  Uity 
of  New  York.  Newly  married  to  Alma  Arrington,  he  also  attended  law  school  at 
night,  at  St.  John's  University,  where  he  met  professor— and  later  friend  and 
mentor — Mario  Cuomo. 

After  a  four-year  Army  tour  in  Germany  and  Korea,  Secretary  Brown  began  a 
distinguished  professional  career  with  the  National  Urban  League.  For  the  next 
twelve  years  he  served  as  Deputy  Executive  Director,  General  Counsel,  and  Vice 
President  for  the  Urban  League's  Washington  operations,  fighting  to  bring  to  others 
equal  rights  and  the  opportunity  he  has  enjoyed.  Jobs,  education,  and  innovation 
have  been  a  cornerstone  of  Ron  Brown's  economic  vision  for  almost  three  decades. 

In  1979,  Mr.  Brown  became  Deputy  National  Campaign  Manager  for  Senator 
Edward  M.  Kennedy,  and  later  served  as  Staff  Director  in  the  office  of  Senator  Ken- 
nedy, working  for  health  care  reform  and  job  creation.  Brown  also  served  as  Chief 
Counsel  for  the  Senate  Judiciary  Committee.  r  r.  ** 

In  1981,  Brown  became  a  partner  in  the  Washington,  D.C.  law  firm  ot  Fatton, 
Boggs,  and  Blow.  He  is  a  member  of  the  New  York  Bar,  the  District  of  Columbia 
Bar,  and  the  United  States  Supreme  Court  Bar. 

Secretary  Brown,  who  began  his  service  to  the  Democratic  Party  in  1971  as  a  Mt. 
Vernon  New  York  District  Leader,  served  as  the  Democratic  National  Committee  s 
(DNC)  Chief  counsel  and  Deputy  Chair,  and  Chaired  the  Task  Force  on  Voter  Rights 
and  Voter  Participation  before  seeking  the  Office  of  Chairman.  In  1988,  he  worked 
to  unify  a  splintered  Democratic  Party,  first  as  Convention  Manager  for  the  Rever- 
end Jesse  L.  Jackson  and  later  as  a  senior  political  advisor  to  the  Dukakis-Bentsen 
general  election  effort.  He  was  elected  Chairman  of  the  DNC  in  February  1989. 

Secretary  and  Mrs.  Brown  have  a  son,  Michael,  27,  and  a  daughter,  Tracy  25,  both 
lawyers. 

Secretary  Brown.  Thank  you  very  much,  Mr.  Chairman,  Mr. 
Rogers,  and  members  of  the  committee.  It  is  a  pleasure  for  me  to 
appear  before  you  this  morning  to  present  the  Department  of  Com- 
merce's fiscal  year  1994  budget  request. 

Let  me  take  a  moment  to  introduce  those  from  the  Department 
of  Commerce  who  are  accompanying  me  this  morning.  To  my  im- 
mediate right  is  Mark  Brown,  the  Director  of  the  Office  of  Budget. 
Also  with  me  is  Alan  Balutis,  Director  for  Budget,  Planning,  and 
Organization.  rr»  i- 

Jonathan  Sallet,  who  is  going  to  be  directing  the  Office  of  Policy 
and  Strategy  at  the  Department  of  Commerce;  John  Lyons,  the 
Acting  Under  Secretary  for  Technology;  Tom  Sugrue,  the  Acting 
Assistant  Secretary  for  Communications  and  Information;  Diana 
Josephson,  Deputy  Under  Secretary  for  Oceans  and  Atmosphere; 
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Timothy  J.  Hauser,  the  Acting  Under  Secretary  for  the  Interna- 
tional Trade  Administration;  and  Ray  Kammer,  the  Acting  Direc- 
tor for  the  National  Institute  of  Standards  and  Technology. 

This  is  part  of  the  excellent  staff  that  we  are  assembling.  Some 
of  those  who  are  with  me  today  are  career  employees;  others  are 
those  that  we  will  be  bringing  to  the  Commerce  Department  as 
presidential  appointees. 

Last  November,  when  the  American  people  chose  Bill  Clinton  to 
be  their  President,  they  did  so  because  of  a  clear  desire  for  positive 
and  constructive  change  in  America. 

This  Administration  has  made  its  mission  clear.  We  must  change 
the  course  and  direction  of  our  economy.  We  must  focus  on  long- 
term  economic  growth  and  opportunity.  We  must  build  a  new 
public  and  private  partnership.  That  is,  we  must  redefine  the  rela- 
tionship between  government  and  the  private  sector.  We  must  open 
new  opportunities  so  that  we  might  realize  our  commitment  to 
truly  putting  people  first. 

In  the  past  dozen  years,  there  have  been  fundamental  changes  in 
the  global  economy,  but  our  own  economy,  in  my  judgment,  has  not 
kept  pace  with  those  changes. 

The  Department  of  Commerce's  uniquely  private-sector-related 
programs  can  help  realize  the  priority  goals  of  the  President  in  a 
number  of  areas.  These  areas  include  trade,  technology,  telecom- 
munications networks  and  infrastructure,  environmental  infra- 
structure, economic  development  and  minority  business. 

OVERVIEW  OF  COMMERCE  BUDGET 

The  Commerce  Department's  request  for  fiscal  year  1994  is 
$3,515  billion.  Our  themes  in  this  budget  are  very  simple  and  direct 
ones:  first,  to  stimulate  our  economy  and  provide  for  long-term 
growth  and  investment,  to  cut  administrative  and  personnel  costs 
and  to  add  resources  for  programs  which  are  critical  to  our  Na- 
tion's future  well-being. 

Let  me  now  address  the  main  themes  of  our  fiscal  year  1994 
budget  request.  Those  themes  are  stimulus,  investment  and  sav- 
ings. 

I  appeared  before  you  on  February  23rd  to  discuss  our  Depart- 
ment's fiscal  year  1993  supplemental  budget  request  of  $358  mil- 
lion, funding  that  will  be  spent  this  year.  We  will  use  that  funding 
to  create  private  sector  science-  and  technology-oriented  manufac- 
turing and  research  and  development  jobs,  to  fund  the  Commerce 
portions  of  a  Nation-wide  information  highway,  and  to  aid  local 
businesses  in  rebuilding  of  economically  distressed  areas. 

Our  1994  request  includes  funding  to  continue  Commerce  stimu- 
lus investment^.  The  Economic  Development  Administration  will 
be  the  cornerstone  for  us  in  areas  that  have  been  hard  hit  by  the 
closing  of  military  installations  or  the  loss  of  major  military  con- 
tracts. 

The  Economic  Development  Administration  programs  have  suf- 
fered over  the  last  12  years  through  many  attempts  to  eliminate 
them.  Those  attempts  for  elimination  were  thwarted  by  this  com- 
mittee and  by  the  Congress  which  restored  funding.  We  will  seek 
authorizing  legislation  for  fiscal  year  1994. 
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Under  the  defense  conversion  initiative,  EDA  requests  $33  mil- 
lion to  help  find  alternative  uses  for  military  and  other  facilities. 
When  defense  contracts  are  lost,  we  are  taking  steps  to  ensure  that 
the  base  closings,  announced  by  Secretary  Aspin  on  March  12th, 
will  be  included  in  EDA's  planning. 

The  Minority  Business  Development  Agency  can  play  an  effec- 
tive role  in  stimulating  minority  business.  We  ask  for  your  support 
in  rebuilding  MBDA  and  in  funding  the  Mega  Center  Program. 

The  Department  of  Commerce  must  play  a  lead  role  in  building 
the  future  of  the  Nation  through  long-term  investment  and  the 
close  cooperation  of  business  and  government.  Next  year,  we  are 
requesting  funds  to  continue  pursuing  several  successful  technology 
initiatives. 

The  Advanced  Technology  Program  has  great  promise  for  the 
future.  During  a  recent  visit  to  New  York,  I  saw  examples  of  exist- 
ing progress  and  exciting  new  ways  of  reaching  the  private  sector, 
such  as  advanced  software  for  analyzing  the  global  environment.  I 
saw  students  developing  software  to  improve  microchip  design  and 
learning  skills  which  will  serve  them  well  into  the  21st  century, 
demonstrations  of  new  materials  such  as  a  two-by-four  made  exclu- 
sively from  recycled  plastics  and  a  day  care  center  teaching  both 
computer  literacy  and  educational  content. 

Technological  advances  have  led  to  two-thirds  of  the  Nation's 
productivity  gains  over  the  last  60  years.  In  Commerce,  this  leads 
to  two  major  investment  goals:  We  will  support  the  development, 
commercialization  and  application  of  new  technology  which  can 
help  American  firms  to  excel  in  the  face  of  stiff  foreign  competi- 
tion. We  will  support  changes  in  our  trade  and  procurement  poli- 
cies in  order  to  establish  a  more  fertile  environment  for  innovation 
and  investment. 

For  NIST,  we  are  requesting  increases  of  $132  million  in  the 
ATP  program,  $12  million  in  the  Manufacturing  Extension  Part- 
nership Program,  $13  million  for  NIST  core  research  to  strengthen 
our  technology  base,  and  $6.8  million  for  Federal  Coordinating 
Council  on  Science,  Engineering  and  Technology  activities. 

Additionally,  as  the  President  announced  in  Baltimore  on  March 
11th,  NIST,  the  Department  of  Energy,  the  National  Science  Foun- 
dation and  NASA  are  working  with  DARPA  to  develop  a  coordinat- 
ed, technologically-oriented  defense  conversion  program.  Although 
programmatic  details  have  not  yet  been  finalized,  NIST  is  expected 
to  administer  up  to  $125  million  in  DOD  funding  for  manufactur- 
ing conversion  and  extension  programs. 

One  of  the  main  underpinnings  of  the  President's  long-term  eco- 
nomic plan  is  building  infrastructure.  Part  of  the  fiscal  year  1994 
NIST  request  does  exactly  that. 

NIST's  aging  labs  in  Boulder,  Colorado,  and  Gaithersburg,  Mary- 
land, are  losing  their  ability  to  conduct  the  research  necessary  to 
maintain  our  Nation's  preeminent  position.  The  fiscal  year  1994  re- 
quest includes  $62  million  for  construction  and  modernization  of 
these  facilities. 

The  request  also  includes  $24  million  for  continued  work  support- 
ing the  network  that  is  being  developed  along  with  the  National 
Science  Foundation,  NIH  and  NASA.  NIST  will  NTIA  also  work 
with  these  agencies  to  ensure  that  the  best  possible  results  from 
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this  high  performance  computing  and  communications  effort  are 
reached. 

NOAA's  weather  service  modernization  program  is  another  ex- 
ample of  the  President's  commitment  to  a  long-term  investment 
strategy.  The  National  Weather  Service  will  be  a  more  automated 
and  less  labor-intensive  operation  when  this  is  completed.  Next 
year,  we  request  an  increase  of  $217  million  to  continue  developing 
and  procuring  weather  satellites  and  new  weather  detection  tech- 
nologies and  facilities. 

The  National  Telecommunications  and  Information  Administra- 
tion conducts  its  own  cutting-edge  research  as  well  as  providing 
grants  for  the  construction  of  public  telecommunications  facilities. 
Next  year,  NTIA  will,  first  and  foremost,  continue  to  support  the 
development  of  a  high-speed  information  infrastructure  for  our 
Nation  established  through  the  FY  1993  economic  stimulus  supple- 
mental; will  participate  in  critical  international  negotiations  ad- 
dressing telecommunications  standards  and  radio  spectrum  alloca- 
tions; will  address  policy  and  technical  issues  involved  in  imple- 
menting the  National  Research  and  Education  Network;  and  will 
undertake  research  and  analysis  to  develop,  test  and  evaluate  net- 
work-based performance  standards. 

NTIA  requests  an  increase  of  $54  million  as  well  as  new  author- 
izing legislation  for  extending  coverage  of  information  highway  ef- 
forts to  hospitals  and  noneducational  facilities. 

The  technology  of  statistics  can  also  get  out  of  date,  even  obso- 
lete. Therefore,  we  are  requesting  $3.8  million  to  plan  and  improve 
the  next  decennial  census,  $7  million  for  a  project  to  improve 
census  maps  and  address  lists  and  data  processing  facilities  and 
$6.5  million  in  Census  and  the  Bureau  of  Economic  Analysis  to  un- 
dertake a  number  of  new  initiatives. 

Our  data  are  weakest  in  precisely  those  areas  where  economic 
change  has  been  most  dynamic.  These  are  areas  such  as  technologi- 
cal innovation  in  the  service  sector  and  trade. 

Although  improving  technology  will  command  a  great  deal  of  our 
attention  over  the  next  several  years,  trade  responsibilities  remain 
a  high  priority  for  our  Department.  Commerce  is  the  lead  agency 
in  export  promotion. 

The  Department  will  continue  to  provide  policy  support  to  the 
United  States  Trade  Representative  to  ensure  completion  of  the  ne- 
gotiations on  the  Uruguay  Round  of  GATT  and  the  supplemental 
agreements  of  NAFTA  before  submitting  implementing  legislation 
to  the  Congress.  In  fiscal  year  1994,  Commerce  will  undertake  an 
extensive  outreach  program  to  educate  the  business  community  on 
the  impact  of  these  agreements. 

We  will  continue  to  support  market  reforms  in  the  Newly  Inde- 
pendent States  of  the  former  Soviet  Union  and  expand  export  op- 
portunities for  U.S.  firms.  We  are  requesting  an  increase  of  $8.1 
million  for  these  efforts. 

The  Department  will  continue  to  expand  programs  funded  in 
1993  using  resources  of  the  Agency  for  International  Development. 
These  include  funding  three  additional  consortia  of  American  busi- 
nesses in  the  Newly  Independent  States.  They  also  include  continu- 
ing the  special  American  Business  Internship  Program,  an  ex- 
change program  for  United  States  and  Russian  businessmen  and 
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women  and  scientists,  support  for  the  United  States-Russia  Busi- 
ness Development  Committee  as  it  works  to  overcome  obstacles  to 
trade  in  the  Newly  Independent  States. 

And,  as  you  know,  Mr.  Chairman,  I  serve  along  with  Deputy 
Prime  Minister  Shokhin  of  the  Soviet  Union  as  co-Chairman  of  the 
U.S.-Russia  Business  Development  Committee.  We  plan  to  have  a 
meeting  of  that  Committee  sometime  this  spring,  probably  in 
Russia. 

Continuing  to  provide  counseling  services  through  the  Newly  In- 
dependent States  Business  Information  Center  will  also  be  a  focus 
of  these  resources. 

Clearly,  one  of  the  most  effective  ways  we  have  to  increase  eco- 
nomic growth  is  by  increasing  our  exports.  When  you  look  at  the 
economic  performance  of  our  country  over  the  last  several  years,  it 
seems  abundantly  clear  that  one  of  the  only  bright  spots  has  been 
exports,  and  that  is  why  we  want  to  focus  on  increasing  exports, 
and  we  want  to  do  it  by  providing  assistance  not  only  to  large  firms 
who  are  already  in  the  export  business  but  to  small-  and  medium- 
sized  firms  who  need  to.be  about  the  business  of  increasing  exports 
and  thereby  increasing  job  opportunities  for  the  American  people. 

International  travel  is  America's  largest  business  service  export, 
and  the  programs  of  the  United  States  Travel  and  Tourism  Admin- 
istration contribute  to  the  continued  growth  of  this  export.  Recent 
USTTA  authorizing  legislation  calls  for  increased  assistance  to 
states,  cities  and  nonprofit  organizations  for  the  development  of  co- 
operative tourism  marketing  programs.  We  are  requesting  $2.5  mil- 
lion to  start  these  programs  this  year. 

Strong  and  sustained  growth  of  the  minority  business  segment  of 
our  economy  is  a  goal  of  the  Minority  Business  Development 
Agency.  MBDA's  programs  are  in  a  unique  position  to  support  that 
goal  and  to  ensure  that  new  businesses  are  able  to  make  long-term 
contributions  to  our  Nation's  economy.  For  this  reason,  we  are  re- 
questing an  additional  funding  of  $5  million  for  these  efforts. 

That  leads  me  to  the  third  theme  of  our  fiscal  year  1994  request 
and  one  that  is  often  difficult  to  implement  but  which  we  are  com- 
mitted to  implementing.  We  clearly  need  to  scale  back  on  the  costs 
of  government.  We  need  to  do  that  wherever  possible.  I  want  to 
make  sure  that  government  is  providing  essential  services  required 
at  the  lowest  possible  burden  to  the  taxpayers  of  America.  While 
doing  that,  we  have  to  make  government  user-friendly,  for  a 
change,  so  that  those  who  pick  up  the  phone  and  call  us,  those  who 
come  to  see  us,  feel  that  they  have  a  friend  at  the  end  of  the  phone 
or  on  the  other  side  of  the  door  that  can  really  help  them  overcome 
some  of  the  problems  they  encounter. 

I  am  taking  to  heart  the  theme  that  the  President  has  sounded. 
We  all  must  tighten  our  belts  if  the  Nation's  economy  is  to  get 
going  and  to  get  back  on  track. 

Next  year  Commerce  is  taking  across-the-board  cuts  totaling  $88 
million,  including  foregoing  the  1994  pay  raise,  personnel  savings 
from  a  2.5  percent  reduction  in  employment  through  1994,  and  ad- 
ministrative savings  in  travel,  consulting  and  communications 
costs. 

We  are  eliminating  low  priority  programs  and  projects  and  those 
demonstrations  that  have  been  completed  and  do  not  need  further 
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attention.  We  are  reducing  by  $36.7  million  those  allocations  for 
the  Census  Bureau  due  to  the  post-1990  downward  cycle  in  the 
needs  of  that  Bureau,  and  reducing  the  Bureau  of  Export  Adminis- 
tration by  $6  million  due  to  a  reduced  workload.  I  might  add,  even 
though  the  workload  is  reduced,  these  export  issues  are  more  com- 
plex and  more  difficult  than  ever  before. 

We  are  also  eliminating  trade  adjustment  assistance  in  the  form 
of  the  Trade  Adjustment  Assistance  Program.  I  know  that  this 
works  a  hardship  in  some  areas.  We  feel  that  we  can  merge  those 
efforts  with  other  efforts  that  are  going  on  in  the  Commerce  De- 
partment and  in  the  Small  Business  Administration  without  any 
loss  of  effectiveness  or  service. 

Commerce  has  additional  ways  of  saving  funds  or  raising  reve- 
nues. For  example,  the  Administration  is  proposing  that  NTIA 
transfer  a  portion  of  the  Federal  radio  spectrum  to  the  FCC  for 
auction  to  the  private  sector.  This  will  produce,  we  estimate,  about 
$4.4  billion  in  revenues  for  the  United  States  Treasury  over  the 
period  of  1994  through  1998. 

We  will  also  be  seeking  authority  for  the  Patent  and  Trademark 
Office  to  incorporate  the  patent  fee  surcharge  into  regular  fee 
rates,  and  this  will  3deld  over  $100  million  a  year. 

Mr.  Chairman  and  members  of  the  committee,  this  concludes  my 
formal  testimony  on  our  fiscal  year  1994  budget  request.  The  re- 
lease of  the  President's  budget  documents  will  be  on  April  5th,  and 
our  Commerce  justifications  will  be  presented  at  that  time  as  well. 
I,  of  course,  will  be  pleased  to  respond  to  any  questions  from  you, 
Mr.  Chairman,  or  from  members  of  the  committee. 

[The  prepared  statement  of  Secretary  Brown  follows:] 
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PREPARED  STATEMENT  BY  RONALD  H.  BROWN 
SECRETARY  OF  COMMERCE 

BEFORE  THE  SUBCOMMITTEE  ON 

COMMERCE,  JUSTICE,  STATE,  THE  JUDICIARY  AND 

RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

MARCH  23.  1993 


MR.  CHAIRMAN,  MR.  ROGERS,  AND  MEMBERS  OF  THE  SUBCOMMITTEE.  I  AM 
PLEASED  TO  APPEAR  BEFORE  YOU  TO  PRESENT  THE  COMMERCE 
DEPARTMENT'S  BUDGET  REQUEST  FOR  FY  1994. 

LAST  NOVEMBER.  WHEN  THE  AMERICAN  PEOPLE  CHOSE  BILL  CLINTON  TO  BE 
THEIR  PRESIDENT,  THEY  DID  SO  OUT  OF  A  VERY  CLEAR  DESIRE  FOR  POSITIVE 
CHANGE.   BILL  CLINTON  AND  AL  GORE  REPRESENT  A  NEW  GENERATION  OF 
MEN  AND  WOMEN  WHO  ARE  NOW  COMING  INTO  POSITIONS  OF  RESPONSIBILITY 
IN  THIS  COUNTRY,  WITH  NEW  IDEAS  FOR  THE  FUTURE  AND  NEW  PRIORITIES 
FOR  MANY  FEDERAL  PROGRAMS. 

THIS  ADMINISTRATION  HAS  MADE  ITS  MISSION  CLEAR  --  WE  MUST  CHANGE  THE 
NATURE  AND  THE  RECENT  COURSE  OF  OUR  ECONOMY.   WE  MUST  FOCUS  ON 
LONG-TERM  GROWTH  AND  OPPORTUNITY.   WE  MUST  BUILD  PUBLIC-PRIVATE 
PARTNERSHIPS  THAT  CAN  FIND  AND  DEVELOP  NEW  BUSINESS  AND  TRADE 
OPPORTUNITIES.   WE  MUST  OPEN  THESE  NEW  OPPORTUNITIES  SO  THAT  WE 
MAY  REALIZE  OUR  COMMITMENT  TO  "PUT  PEOPLE  FIRST'.   WE  WANT  TO 
PROVIDE  A  REINVIGORATED  ECONOMY  AND  THE  JOBS  THAT  IT  WILL  PRODUCE. 

IN  THE  PAST  DOZEN  YEARS,  THERE  HAVE  BEEN  FUNDAMENTAL  CHANGES  IN 
THE  GLOBAL  ECONOMY.  BUT  OUR  OWN  ECONOMY  HAS  NOT  KEPT  UP  WITH 
THOSE  CHANGES.   OUR  ABILITY  TO  MASTER  TECHNOLOGICAL  CHANGE,  STAY 
AT  THE  FOREFRONT  OF  ONGOING  DEVELOPMENT,  AND  APPLY  IT  TO  OUR  OWN 
WAY  OF  DOING  THINGS,  HAS  BEEN  ERODING.   I  AGREE  FULLY  WITH  THE 
PRESIDENT  AND  VICE-PRESIDENT  ABOUT  THE  NEED  FOR  US  TO  REGAIN  OUR 
POSITION  OF  WORLD  TECHNOLOGICAL  LEADERSHIP.   I  WANT  TO  TELL  YOU 
TODAY  HOW  COMMERCE  WILL  BE  TAKING  THE  INITIATIVE  IN  MOVING  OUR 
NATION  FORWARD  IN  THE  TECHNOLOGICAL  WORLD.   THE  DEPARTMENT  OF 
COMMERCE'S  UNIQUELY  BUSINESS  RELATED  PROGRAMS  CAN  HELP  REALIZE 
THE  PRIORITY  GOALS  OF  THE  PRESIDENT  IN  THE  AREAS  OF: 

o  TRADE 

o  TECHNOLOGY 

o  TELECOMMUNICATIONS  NETWORKS  AND  INFRASTRUCTURE 

o   ENVIRONMENTAL  INFRASTRUCTURE 

o   ECONOMIC  DEVELOPMENT 

o   MINORITY  BUSINESS 
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THE  COMMERCE  DEPARTMENT'S  REQUEST  FOR  FY  1994  IS  $3,515  BILLION.  $455 
MILLION  MORE  THAN  THE  FY  1993  LEVEL  OF  $3.06  BILLION.   OUR  THEMES  IN 
THIS  FY  1994  BUDGET  ARE  VERY  SIMPLE  ONES: 

O  WE  WANT  TO  STIMULATE  THE  ECONOMY  AND  PROVIDE  FOR  LONG 

TERM  GROWTH  AND  INVESTMENT. 

o         AT  THE  SAME  TIME.  WE  WANT  TO  HOLD  BACK  ON  FEDERAL 
ADMINISTRATIVE  AND  PERSONNEL  COSTS. 

O  IN  DOING  THIS.  COMMERCE  FACES  A  DELICATE  BALANCING  ACT  -- 

ADDING  RESOURCES  TO  PROGRAMS  WHICH  ARE  CRITICAL  TO  OUR 
NATION'S  FUTURE  WELL-BEING.  WHILE  CUTTING  BACK  IN 
ADMINISTRATIVE  SUPPORT  IN  WAYS  WHICH  WILL  NOT  HARM  THAT 
PROGRESS. 

o  I  HAVE  HAD  TO  MAKE  SOME  TOUGH  CHOICES  AND  NOT  ALL  OF 

THESE  PROGRAMS  CAN  BE  CONTINUED. 

LET  ME  NOW  ADDRESS  THE  MAIN  THEMES  OF  OUR  OVERALL  BUDGET  REQUEST 
--  STIMULUS.  INVESTMENT.  AND  SAVINGS. 


I  APPEARED  BEFORE  YOU  ON  FEBRUARY  23  TO  DISCUSS  OUR  DEPARTMENT'S 
FY  1993  SUPPLEMENTAL  BUDGET  REQUEST  OF  $358  MILLION.  FUNDING  THAT 
WILL  BE  SPENT  THIS  YEAR: 

o         TO  CREATE  JOBS  IN  PRIVATE  SECTOR  SCIENCE-  AND 

TECHNOLOGY-ORIENTED  MANUFACTURING  COMPANIES  AND 
UNIVERSITIES.  AND  IN  RESEARCH  LABORATORIES  ACROSS  THE 
COUNTRY; 

o  FOR  THE  COMMERCE  PORTIONS  OF  A  NATION-WIDE  "INFORMATION 

HIGHWAY-  AND  FOR  STATE  AND  LOCAL  EFFORTS  AT  PLANNING  FOR 
OTHER  PORTIONS  OF  IT; 

O  TO  AID  LOCAL  BUSINESSES  IN  COMPLETING  THE  REBUILDING  OF 

ECONOMICALLY  DISTRESSED  AREAS. 

MY  FY  1994  REQUEST  INCLUDES  FUNDING  TO  CONTINUE  COMMERCE 
INVESTMENTS  THAT  WILL  WIDEN  OPPORTUNITIES  FOR  THE  PEOPLE  OF  THIS 
COUNTRY: 

O         THE  ECONOMIC  DEVELOPMENT  ADMINISTRATION  WILL  BE  A 

CORNERSTONE  FOR  US,  ESPECIALLY  IN  AREAS  THAT  HAVE  BEEN 
HIT  HARD  BY  THE  CLOSING  OF  MILITARY  INSTALLATIONS  OR  THE 
LOSS  OF  MILITARY  CONTRACTS  THAT  WERE  THE  ECONOMIC 
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UFEBLOOD  OF  THE  AREA.   THESE  COMMUNITIES  HAVE  SUFFERED 
MORE  THAN  AREAS  WHICH  HAD  A  VARIED  EMPLOYMENT  BASE. 

o  THE  EDA  PROGRAMS  HAVE  SUFFERED  IN  THE  LAST  12  YEARS.  AS 

THE  REAGAN-BUSH  ADMINISTRATIONS  TRIED  REPEATEDLY  TO 
ELIMINATE  THEM.   EDA  IS  SO  VITAL  IN  MANY  PARTS  OF  THIS 
COUNTRY  THAT  THE  CONGRESS  REPEATEDLY  RESTORED  FUNDING 
FOR  IT.   I'M  PLEASED  TO  SAY  THAT  FOR  THE  FIRST  TIME  IN  12 
YEARS.  EDA  IS  INCLUDED  IN  THE  DEPARTMENT'S  BUDGET 
REQUEST.   WE  WILL  LOOK  TO  EDA  TO  HELP  COMMUNITIES  CREATE 
JOBS  IN  ECONOMICALLY  DISTRESSED  AREAS  AND  WE  WILL  SEEK 
AUTHORIZING  LEGISLATION  FOR  FY  1994. 

o  UNDER  THE  DEFENSE  CONVERSION  INITIATIVE.  EDA  REQUESTS  $33 

MILLION  TO  HELP  DISTRESSED  AREAS  FIND  ALTERNATIVE  USES 
FOR  MILITARY  FACILITIES  AND  OTHER  JOBS  WHEN  DEFENSE 
CONTRACTS  ARE  LOST.  OUR  GOAL  WILL  BE  TO  RETURN  THE  AREA 
TO  A  SELF-SUSTAINING  FOOTING.   WE  ARE  TAKING  STEPS  TO 
ENSURE  THAT  THE  COMMUNITIES  AFFECTED  BY  THE  MILITARY 
BASE  CLOSINGS  ANNOUNCED  BY  SECRETARY  ASPIN  ON  MARCH  12 
WILL  BE  INCLUDED  IN  EDA'S  PLANNING. 

o  I  BELIEVE  THAT  MBDA  CAN  PLAY  AN  EFFECTIVE  ROLE  IN 

STIMULATING  MINORITY  BUSINESSES.   I  ASK  FOR  YOUR  SUPPORT 
AS  WE  GO  ABOUT  REBUILDING  MBDA.   IN  PARTICULAR,  I  HOPE  YOU 
WILL  HELP  US  BY  APPROVING  FUNDING  FOR  THE  MEGA  CENTER 
PROGRAM. 

THE  DEPARTMENT  OF  COMMERCE  MUST  PLAY  A  PART  IN  BUILDING  THE  FUTURE 
OF  THE  NATION  THROUGH  LONG-TERM  INVESTMENT  AND  THE  CLOSE 
COOPERATION  OF  BUSINESS  AND  GOVERNMENT.   NEXT  YEAR,  I'M  REQUESTING 
FUNDS  TO  CONTINUE  PURSUING  SEVERAL  TECHNOLOGY  INITIATIVES  THAT 
HAVE  ALREADY  PROVEN  SUCCESSFUL. 

o  COMMERCE'S  SMALL  SIZE  AS  COMPARED  TO  OTHER  CABINET 

AGENCIES  SOMETIMES  HIDES  OUR  VERY  SIGNIFICANT 
TECHNOLOGICAL  ROLE  FROM  THE  PUBLIC.   I  WANT  VERY  MUCH  TO 
CHANGE  THAT,  AND  TO  REMIND  THE  CONGRESS  AND  THE 
AMERICAN  PUBUC  OF  OUR  EXCELLENT  PROGRAMS. 

o         THE  TECHNOLOGY  ADMINISTRATION  PLAYS  AN  IMPORTANT 
LEADERSHIP  ROLE  IN  ACHIEVING  THE  GOALS  OF  THE 
ADMINISTRATION'S  INTERGOVERNMENTAL  TECHNOLOGY  POLICY 
AND  PROGRAM  OBJECTIVES,  PARTICULARLY  IN 
COMMERCIALIZATION  OF  R&D  AND  PROMOTION  OF  A  MORE 
COMPETITIVE  MANUFACTURING  SECTOR  IN  OUR  NATION. 
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THROUGH  OUR  ADVANCED  TECHNOLOGY  PROGRAM  (ATP).  OUR 
PROGRAMS  THAT  LINK  FEDERAL  RESEARCH  AND  PRIVATE 
INDUSTRY,  OUR  MANUFACTURING  OUTREACH  EFFORTS,  AND  OUR 
PARTICIPATION  IN  R&D  CONSORTIA,  WE  PLAY  A  VITAL  ROLE  IN 
FEDERAL  SCIENCE  AND  TECHNOLOGY. 

LET  ME  DISCUSS  THE  ATP  PROGRAM  FOR  A  MOMENT.   I'VE  SEEN  IT 
AT  WORK,  AND  I  BELIEVE  THAT  THIS  PROGRAM  HOLDS  GREAT 
PROMISE  FOR  THE  FUTURE.    DURING  A  RECENT  VISIT  TO  AN  ATP 
GRANTEE  IN  BROOKLYN,  I  SAW  WORK  BEING  DONE  ON 
ENVIRONMENTAL  TECHNOLOGY.  ON  MANUFACTURING 
TECHNOLOGY,  AND  IN  THE  AREA  OF  TELECOMMUNICATIONS: 

ADVANCED  SOFTWARE  BEING  USED  TO  ANALYZE  GLOBAL 
ENVIRONMENTAL  CONDITIONS; 

STUDENTS  DEVELOPING  SOFTWARE  TO  IMPROVE  MICROCHIP 
DESIGN.  AND  LEARNING  SKILLS  THAT  WILL  TAKE  THEM  INTO 
THE  NEXT  CENTURY: 

A  FACULTY  MEMBER  DEMONSTRATING  A  BOARD  MADE  OF 
RECYCLED  PLASTICS.  THUS  COMBINING  CONCERNS  FOR 
ENVIRONMENTAL  PROTECTION  WITH  TECHNOLOGY  AND 
TRADE,  AND: 

A  DAY-CARE  CENTER  USING  AUTOMATED  TECHNOLOGIES  TO 
TEACH  CHILDREN  BOTH  COMPUTER  LITERACY  AND 
EDUCATIONAL  CONTENT. 

TECHNOLOGICAL  ADVANCES  HAVE  LED  TO  TWO-THIRDS  OF  THE 
NATION'S  PRODUCTIVITY  GAINS  OVER  THE  LAST  60  YEARS.   IN 
COMMERCE.  THIS  LEADS  TO  TWO  MAJOR  INVESTMENT  GOALS: 

WE  WILL  SUPPORT  THE  DEVELOPMENT. 
COMMERCIALIZATION.  AND  APPLICATION  OF  NEW 
TECHNOLOGY  THAT  CAN  HELP  AMERICAN  FIRMS  EXCEL  IN 
THE  FACE  OF  STIFF  FOREIGN  COMPETITION. 

WE  WILL  SUPPORT  CHANGES  IN  OUR  TRADE  AND 
PROCUREMENT  POLICIES  IN  ORDER  TO  ESTABLISH  A 
MORE  FERTILE  ENVIRONMENT  FOR  INNOVATION  AND 
INVESTMENT. 

FOR  NIST.  I  AM  REQUESTING  INCREASES  OF  $132  MILLION  IN  ATP. 
$12  MILLION  IN  THE  MANUFACTURING  EXTENSION  PARTNERSHIP 
(MEP)  PROGRAM,  $13  MILLION  FOR  NIST  CORE  RESEARCH  TO 
STRENGTHEN  OUR  TECHNOLOGY  BASE.  AND  $6.8  MILLION  FOR 
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FEDERAL  COORDINATING  COUNCIL  ON  SCIENCE,  ENGINEERING 
AND  TECHNOLOGY  (FCCSET)  ACTIVITIES. 

o  ADDITIONALLY.  AS  THE  PRESIDENT  ANNOUNCED  IN  BALTIMORE 

ON  MARCH  12,  NIST.  DOE,  NSF,  AND  NASA  ARE  WORKING  WITH 
ARPA  TO  DEVELOP  A  COORDINATED  TECHNOLOGICALLY- 
ORIENTED  DEFENSE  CONVERSION  PROGRAM.    ALTHOUGH 
PROGRAMMATIC  DETAILS  HAVE  NOT  YET  BEEN  FINALIZED,  NIST  IS 
EXPECTED  TO  ADMINISTER  UP  TO  SI 25  MILLION  IN  DOD  FUNDING 
FOR  MANUFACTURING  CONVERSION/EXTENSION  PROGRAMS  AND 
TO  PERMIT  TECHNOLOGY  DEVELOPMENT.   THIS  APPROACH  WILL 
CAPITALIZE  ON  PREVIOUS  INVESTMENTS  MADE  BY  NIST  TO 
DEVELOP  THE  ADMINISTRATIVE  STRUCTURE  FOR  THE  MEP. 

ONE  OF  THE  MAIN  UNDERPINNINGS  OF  THE  PRESIDENT'S  LONG-TERM 
INVESTMENT  ECONOMIC  PLAN  IS  BUILDING  INFRASTRUCTURE.    PART  OF  THE 
FY  1 994  NIST  REQUEST  DOES  JUST  THAT. 

o  NIST'S  LABS  IN  BOULDER,  COLORADO,  AND  GAITHERSBURG, 

MARYLAND,  WERE  STATE-OF-THE-ART  FACILITIES  WHEN  FIRST 
OPENED,  BUT,  OVER  TIME,  THEIR  ABILITY  TO  CONDUCT  THE 
RESEARCH  NECESSARY  TO  MAINTAIN  OUR  NATION'S  PRE- 
EMINENT POSITION  HAS  ERODED.   THE  FY  1994  REQUEST 
INCLUDES  $62  MILLION  FOR  CONSTRUCTION  AND 
MODERNIZATION  OF  THESE  FACILITIES. 

o  IN  ADDITION,  THE  REQUEST  INCLUDES  $24  MILLION  FOR 

CONTINUED  WORK  SUPPORTING  THE  NETWORK  THAT  IS  BEING 
DEVELOPED  ALONG  WITH  THE  NATIONAL  SCIENCE  FOUNDATION, 
THE  NATIONAL  INSTITUTES  OF  HEALTH,  AND  NASA.    NIST  WILL 
WORK  WITH  THESE  AGENCIES  TO  ENSURE  THE  BEST  POSSIBLE 
RESULTS  FROM  THIS  HIGH  PERFORMANCE  COMPUTING  AND 
COMMUNICATIONS  EFFORT. 

NOAA'S  WEATHER  SERVICE  MODERNIZATION  PROGRAM  IS  ANOTHER 
EXAMPLE  OF  THE  PRESIDENT'S  COMMITMENT  TO  A  LONG-TERM  INVESTMENT 
STRATEGY. 

o  MODERNIZATION  HOLDS  THE  PROMISE  OF  BETTER  INFORMATION 

AT  REDUCED  LONG-TERM  COST.   THE  NWS  WILL  BE  A  MORE 
AUTOMATED  AND  LESS  LABOR-INTENSIVE  OPERATION.    IN  FY 
1994  WE  REQUEST  AN  INCREASE  OF  $217  MILLION  TO  CONTINUE 
DEVELOPING  AND  PROCURING  WEATHER  SATELLITES  AND  NEW 
WEATHER  DETECTION  TECHNOLOGIES,  AND  TO  IMPLEMENT  THE 
WORKFORCE  TRANSITION.    OUR  REQUEST  FOR  FY  1994 
REPRESENTS  THE  HIGH  WATER  MARK  OF  FUNDING 
REQUIREMENTS  FOR  THIS  IMPORTANT  PROGRAM. 
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THE  NATIONAL  TELECOMMUNICATIONS  AND  INFORMATION  ADMINISTRATION 
(NTIA)  CONDUCTS  ITS  OWN  CUTTING-EDGE  RESEARCH  AS  WELL  AS  PROVIDING 
GRANTS  FOR  THE  CONSTRUCTION  OF  PUBLIC  TELECOMMUNICATION 
FACILITIES.   NEXT  YEAR.  NTIA  WILL: 

o  CONTINUE  SUPPORT  FOR  THE  DEVELOPMENT  OF  A  ROBUST.  HIGH 

SPEED  INFORMATION  INFRASTRUCTURE  FOR  THE 
NATION; 

o  PARTICIPATE  IN  CRITICAL  INTERNATIONAL  CONFERENCES/ 

NEGOTIATIONS  ADDRESSING  TELECOMMUNICATIONS  STANDARDS 
AND  RADIO  SPECTRUM  ALLOCATIONS; 

o         WORK  TO  ADDRESS  POLICY  AND  TECHNICAL  ISSUES  INVOLVED  IN 
IMPLEMENTING  THE  NATIONAL  RESEARCH  AND  EDUCATION 
NETWORK  (NREN).  AND; 

o  UNDERTAKE  RESEARCH  AND  ANALYSIS  TO  DEVELOP.  TEST.  AND 

EVALUATE  NETWORK-BASED  PERFORMANCE  STANDARDS. 

NTIA  REQUESTS  AN  INCREASE  OF  $54  MILLION  FOR  THE  YEAR'S  ACTIVITIES. 
NEW  AUTHORIZING  LEGISLATION  FOR  OUR  INFORMATION  HIGHWAYS  EFFORTS 
WILL  EXTEND  ITS  COVERAGE  BEYOND  EDUCATIONAL  AND  CULTURALLY- 
RELATED  PROJECTS.  TO  INCLUDE  CONNECTIONS  FOR  HOSPITALS  AND  NON- 
EDUCATIONAL  ENTITIES. 

THE  TECHNOLOGV  OF  STATISTICS  CAN  ALSO  GET  OUT  OF  DATE. 

o  I  HAVE  REQUESTED  AN  INCREASE  OF  $3.8  MILUON  TO  PLAN  FOR 

AND  IMPROVE  THE  NEXT  DECENNIAL  CENSUS  AND  $7  MILLION  FOR 
A  PROJECT  TO  IMPROVE  CENSUS  MAPS  AND  ADDRESS  LISTS  AND 
DATA  PROCESSING  FACILITIES. 

o  BOTH  THE  CURRENT  AND  IMMEDIATE  PAST  CHAIRS  OF  THE 

COUNCIL  ON  ECONOMIC  ADVISORS  HAVE  POINTED  OUT  THE  NEED 
TO  CHANGE  WHAT  AND  HOW  WE  MEASURE  ACTIVITY  IN  THE 
ECONOMY.   FORTUNE  MAGAZINE  RECENTLY  CALLED  THIS  THE 
"BIGGEST  INFRASTRUCTURE  PROBLEM  OF  ALL" 

o         WE  ARE  ASKING  FOR  $6.5  MILLION  IN  CENSUS  AND  THE  BUREAU  OF 
ECONOMIC  ANALYSIS  TO  UNDERTAKE  A  NUMBER  OF  INITIATIVES. 
OUR  DATA  ARE  WEAKEST  IN  PRECISELY  THOSE  AREAS  WHERE 
ECONOMIC  CHANGE  HAS  BEEN  MOST  DYNAMIC.  SUCH  AS 
TECHNOLOGICAL  INNOVATION,  THE  SERVICE  SECTOR.  AND  TRADE. 
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ALTHOUGH  IMPROVING  TECHNOLOGY  WILL  COMMAND  A  GREAT  DEAL  OF  OUR 
ATTENTION  OVER  THE  NEXT  FEW  YEARS.  TRADE  RESPONSIBILITIES  REMAIN  A 
HIGH  PRIORITY  FOR  THE  DEPARTMENT.   COMMERCE  IS  THE  LEAD  AGENCY  IN 
EXPORT  PROMOTION. 

o         THE  DEPARTMENT  WILL  CONTINUE  TO  PROVIDE  POLICY  SUPPORT 
TO  THE  U.S.  TRADE  REPRESENTATIVE  TO  ENSURE  COMPLETION  OF 
THE  NEGOTIATIONS  ON  THE  URUGUAY  ROUND  OF  GATT  AND  THE 
SUPPLEMENTAL  AGREEMENTS  TO  NAFTA.  BEFORE  SUBMITTING 
IMPLEMENTING  LEGISLATION.    IN  FY  1994,  COMMERCE  WILL 
UNDERTAKE  AN  EXTENSIVE  OUTREACH  PROGRAM  TO  EDUCATE 
THE  U.S.  BUSINESS  COMMUNITY  ON  THE  IMPACT  OF  THESE 
AGREEMENTS. 

o  TO  CONTINUE  TO  SUPPORT  MARKET  REFORMS  IN  THE  NEWLY 

INDEPENDENT  STATES  (NIS)  OF  THE  FORMER  SOVIET  UNION  AND 
EXPAND  EXPORT  OPPORTUNITIES  FOR  U.S.  FIRMS,  I  AM 
REQUESTING  AN  INCREASE  OF  $8.1  MILLION. 

THE  DEPARTMENT  WILL  CONTINUE  AND  EXPAND  PROGRAMS 
FUNDED  IN  FY  1993  USING  RESOURCES  OF  THE  AGENCY  FOR 
INTERNATIONAL  DEVELOPMENT. 

THESE  INCLUDE  FUNDING  THREE  ADDITIONAL  CONSORTIA  OF 
AMERICAN  BUSINESSES  IN  THE  NIS  (CABNIS)  GRANTS; 
CONTINUING  THE  SPECIAL  AMERICAN  BUSINESS  INTERNSHIP 
PROGRAM  (SABIT)  -  AN  EXCHANGE  PROGRAM  FOR  U.S.  AND 
RUSSIAN  BUSINESSMEN  AND  SCIENTISTS;  SUPPORT  FOR  THE 
U.S.-RUSSIA  BUSINESS  DEVELOPMENT  COMMITTEE  AS  IT 
WORKS  TO  OVERCOME  OBSTACLES  TO  TRADE  IN  THE  NIS; 
AND.  CONTINUING  TO  PROVIDE  COUNSELING  SERVICES 
THROUGH  THE  NIS  BUSINESS  INFORMATION  CENTER. 

o  TO  ENSURE  THAT  THE  UNITED  STATES  AND  FOREIGN  COMMERCIAL 

SERVICE  PROVIDES  THE  NECESSARY  LEVEL  OF  ASSISTANCE  TO 
THE  U.S.  BUSINESS  COMMUNITY.  I  AM  REQUESTING  AN  INCREASE 
OF  $10.5  MILUON  TO  RESTORE  OVERSEAS  PURCHASING  POWER. 
THE  DECREASING  VALUE  OF  THE  DOLLAR.  INCREASING  OVERSEAS 
INFLATION  AND  INCREASING  OVERSEAS  WAGES  WERE 
CONSISTENTLY  HIGHER  THAN  THE  FY  1989  THROUGH  FY  1992 
ADJUSTMENTS  TO  BASE  FOR  OVERSEAS  WAGES  AND  PRICES. 

o  CLEARLY.  ONE  OF  THE  MOST  EFFECTIVE  WAYS  WE  HAVE  IN  THIS 

COUNTRY  OF  INCREASING  ECONOMIC  GROWTH  IS  BY  INCREASING 
OUR  EXPORTS. 
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O         TO  DO  THAT,  THE  INTERNATIONAL  TRADE  ADMINISTRATION  MUST 
CONTINUE  ITS  WORK  TO  SUPPORT  AND  EXPAND  FREE  AND  OPEN 
TRADE.   THE  ENFORCEMENT  OF  TRADE  LAWS  AND  MULTI-LATERAL 
TRADE  AGREEMENTS  IS  ESSENTIAL  IF  WE  ARE  TO  SMOOTH  THE 
WAY  FOR  AMERICAN  BUSINESSES  TO  GROW  BY  EXPANDING  THEIR 
OVERSEAS  MARKETS. 

o  INTERNATIONAL  TRAVEL  IS  AMERICA'S  LARGEST  BUSINESS  SERVICE 

EXPORT.  AND  THE  PROGRAMS  OF  THE  UNITED  STATES  TRAVEL  AND 
TOURISM  ADMINISTRATION  CONTRIBUTE  TO  THE  CONTINUED 
GROWTH  OF  THIS  EXPORT.   RECENT  USTTA  AUTHORIZING 
LEGISLATION  CALLS  FOR  INCREASED  ASSISTANCE  TO  STATES. 
CITIES.  AND  NON-PROFIT  ORGANIZATIONS  FOR  THE  DEVELOPMENT 
OF  COOPERATIVE  TOURISM  MARKETING  PROGRAMS.   I  AM 
REQUESTING  $2.5  MILLION  FOR  THESE  PROGRAMS. 

STRONG  AND  SUSTAINED  GROWTH  OF  THE  MINORITY  BUSINESS  SEGMENT  OF 
OUR  ECONOMY  IS  A  GOAL  OF  THE  MINORITY  BUSINESS  DEVELOPMENT 
AGENCY.   MBDA'S  PROGRAMS  ARE  IN  A  UNIQUE  POSITION  TO  SUPPORT  THAT 
GOAL  AND  TO  ENSURE  THAT  NEW  BUSINESSES  ARE  ABLE  TO  MAKE  LONG- 
TERM  CONTRIBUTIONS  TO  OUR  NATION'S  ECONOMY.   FOR  THIS  REASON.  WE 
ARE  REQUESTING  AN  APPROVAL  OF  FUNDING  FOR  AN  ADDITIONAL  $5  MILLION. 


THAT  LEADS  ME  TO  THE  THIRD  THEME  IN  OUR  FY  1994  REQUEST.  AND  THE  ONE 
THAT  IS  DIFFICULT  TO  HAVE  TO  IMPLEMENT. 

o  MY  EXPERIENCE  AS  SECRETARY  OF  COMMERCE,  AND  THE 

MESSAGES  THAT  WERE  MADE  QUITE  CLEAR  TO  US  DURING  LAST 
YEAR'S  CAMPAIGN.  HAVE  ALL  UNDERSCORED  THE  NEED  TO  SCALE 
BACK  ON  THE  COSTS  OF  GOVERNMENT,  WHEREVER  POSSIBLE.   AS 
A  TAXPAYER  AND  AS  A  CABINET  OFFICER.  I  WANT  TO  MAKE  SURE 
THAT  GOVERNMENT  IS  PROVIDING  ESSENTIAL  SERVICES  REQUIRED 
AT  THE  LOWEST  POSSIBLE  BURDEN  ON  THE  TAXPAYER. 

O  AT  THE  SAME  TIME.  I  AM  TAKING  TO  HEART  THE  THEME  THAT  THE 
PRESIDENT  HAS  SOUNDED:  WE  ALL  MUST  TIGHTEN  OUR  BELTS  IF 
THE  NATION'S  ECONOMY  IS  GOING  TO  GET  BACK  ON  TRACK. 

COMMERCE  IS  NO  EXCEPTION  TO  THIS: 

o  NEXT  YEAR.  WE  HAVE  INCLUDED  ACROSS-THE-BOARD  CUTS 

TOTALLING  $88  MILLION,  INCLUDING: 

$38  MILLION  BY  FORGOING  THE  1994  PAY  RAISE. 

$29  MILLION  IN  ATTRITION  SAVINGS  FROM  A  2.5  PERCENT 
REDUCTION  IN  EMPLOYMENT  THROUGH  1994.  AND 
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$19  MILLION  IN  ADMINISTRATIVE  SAVINGS  IN  TRAVEL. 
CONSULTING.  AND  COMMUNICATIONS  COSTS. 

o  I  PROPOSE  TO  ELIMINATE  $65  MILUON  IN  NOAA.  THIS  AMOUNT 

INCLUDES  NON-RECURRING  ITEMS,  AND  PROGRAMS.  PROJECTS 
AND  DEMONSTRATIONS  THAT  I  BELIEVE  ARE  LOW-PRIORITY  IN  VIEW 
OF  THE  BELT-TIGHTENING  THAT  COMMERCE  AND  THE  NATION 
MUST  GO  THROUGH  TOGETHER. 

o         A  DOWNWARD  CYCLE  IN  THE  CENSUS  PROCESS  ALLOWS  ME  TO 
REDUCE  $36.7  MILUON  FROM  THAT  PROGRAM. 

o  FINALLY.  CHANGES  IN  THE  BUREAU  OF  EXPORT  ADMINISTRATION 

WORKLOAD  ALLOW  A  REDUCTION  OF  $6  MILLION.   THE  TRADE 
ADJUSTMENT  ASSISTANCE  PROGRAM  WILL  BE  TERMINATED. 
SAVING  $13  MILLION.   TAA  ACTIVITIES  WILL  BE  ASSUMED  IN  OTHER 
COMMERCE  AND  SBA  BUSINESS  ASSISTANCE  EFFORTS. 

COMMERCE  HAS  ADDITIONAL  WAYS  OF  SAVING  FUNDS  OR  RAISING  REVENUES. 
FOR  EXAMPLE: 

o         THE  ADMINISTRATION  IS  PROPOSING  THAT  NTIA  TRANSFER  A 

PORTION  OF  THE  FEDERAL  RADIO  SPECTRUM  TO  THE  FCC  FOR 
AUCTION  TO  THE  PRIVATE  SECTOR.   IT  IS  ESTIMATED  THAT  THIS 
WILL  PRODUCE  $4.4  BILLION  IN  REVENUES  FOR  THE  U.S.  TREASURY 
OVER  THE  1994  -  1998  PERIOD. 

o         WE  WILL  BE  SEEKING  AUTHORITY  FOR  THE  PATENT  AND 
TRADEMARK  OFFICE  TO  INCORPORATE  THE  PATENT  FEE 
SURCHARGE  INTO  REGULAR  FEE  RATES.  YIELDING  OVER  $100 
MILUON  A  YEAR. 

THIS  CONCLUDES  THE  FORMAL  DISCUSSION  OF  OUR  FY  1994  BUDGET 
REQUEST.   THE  RELEASE  OF  THE  PRESIDENTS  BUDGET  DOCUMENTS  WILL  BE 
APRIL  5.  AND  OUR  COMMERCE  JUSTIFICATIONS  WILL  BE  PRESENTED  AT  THAT 
TIME.  AS  WELL   I'LL  BE  PLEASED  TO  DISCUSS  ANY  QUESTIONS  YOU  MAY  HAVE. 
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Mr.  Smith.  Mr.  Secretary,  you  have  already  answered  a  good 
share  of  the  questions  that  I  had  thought  of,  and  I  won't  ask  you  to 
repeat  those  answers.  It  did  remind  me,  though,  of  the  huge  re- 
sponsibility you  have. 

I  recall  that  when  President  Roosevelt  talked  to  Henry  Wallace, 
who  was  an  lowan  and  a  great  futurist  of  his  time,  way  ahead  of 
his  time,  he  told  him  after  the  1940  convention,  that  he  could  have 
any  job  he  wanted  in  the  United  States  Government  other  than 
Secretary  of  State.  And  he  said,  without  any  hesitation,  I  want  to 
become  Secretary  of  Commerce,  because  he  understood  where  all  of 
these  things  are  that  affect  the  future  of  the  country  and  the 
world,  for  that  matter. 

One  of  them,  of  course,  is  in  an  area  that  you  mentioned — 
exports,  as  well  as  imports.  The  responsibility  for  export  control 
is  under  different  agencies.  It  is  in  so  many  different  places.  With 
our  policies,  it  seems  we  both  curtail  exports  and  promote  exports. 

In  curtailing  exports,  each  administration  has  a  little  different 
kind  of  a  program  than  the  one  before  it.  The  last  one  was  domi- 
nated, in  my  opinion,  by  the  Secretary  of  Defense.  They  had  three 
or  four  different  Department  heads  that  would  meet,  and  the  Sec- 
retary of  Defense  in  the  end  would  make  the  determination.  And  it 
got  down  to  one  point  where  they  wouldn't  even  permit  the  export- 
er to  sell  computers  that  were  available  anywhere  else  in  the 
world. 

And  then  you  have  the  SBA,  which  is  not  directly  under  the  De- 
partment, but  it  has  a  lot  to  do  with  exports  and  imports  because 
we  depend  so  heavily  on  small  businesses  in  this  country  to  get 
started  and  to  stay  on  the  cutting  edge  of  high  technology  and  to 
produce  the  kind  of  components  that  go  into  an  assembled  product. 
We  no  longer  have  a  manufacturing  system  where  it  is  all  done 
under  one  roof. 

IMPORT  AND  EXPORT  CONTROL 

I  stuck  in  my  pocket  here  an  ad  this  morning  by  Toyota  where 
they  are  manufacturing  a  car  at  Georgetown,  Kentucky,  and  it 
says  they  have  390  American  suppliers  for  parts.  They  assemble. 
That  is  what  they  do.  They  are  not  a  manufacturing  plant.  They 
assemble.  We  are  in  a  completely  different  world  than  we  used  to 
be. 

Can  you  tell  us  anything  this  morning  on  whether  you  are  going 
to  have  any  reorganizations  of  the  way  that  you  handle  these 
export  and  import  control  problems? 

Secretary  Brown.  Mr.  Chairman,  you  have  certainly  raised  an 
important  issue  and  one  that  I  have  given  some  attention  over  the 
last  several  weeks.  I  am  fully  aware  of  the  complaints  and  concerns 
that  have  been  raised  before  about  the  seemingly  back-bench  role 
that  the  Commerce  Department  has  played  in  these  decisions  with 
Defense  and  State  being  preeminent  and,  of  course,  the  National 
Security  Council  interests  as  well. 

These  are  all  valid  interests.  We  are  all  concerned  about  prob- 
lems of  potential  proliferation.  I  share  those  concerns.  But  I  want 
to  assure  that,  in  fact,  economic  interests  have  a  more  important 
place  at  the  table  than  they  have  had  in  the  past.  That  means  that 
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the  Commerce  Department  is  going  to  have  to  be  more  assertive  in 
these  discussions.  It  means  that  the  Bureau  of  Export  Administra- 
tion is  going  to  have  to  be  more  assertive  in  these  discussions.  And 
it  means  that  American  business  and  economic  interests  are  going 
to  have  to  be  given  greater  attention  than  has  been  given  in  the 
past. 

We  have  already  had  discussions  within  the  Administration 
about  how  this  might  take  place  and  how  we  can  ensure  the  inclu- 
sion of  the  Commerce  Department  in  those  discussions  in  ways 
that,  evidently,  we  haven't  been  including  before.  So  I  think,  Mr. 
Chairman,  you  raise  an  important  point,  and  I  see  one  of  my  pri- 
mary roles  is  speaking  to  the  needs  of  American  business  and  in- 
dustry. 

If  we  are  going  to  profess  that,  in  fact,  an  increase  in  exports  is 
one  of  the  ways  to  assure  economic  growth  in  America,  it  seems  to 
me  we  have  to  follow  that  admonition  in  everything  we  do,  includ- 
ing dealing  with  the  sensitive  issues  of  export  controls. 

NATIONAL  WEATHER  SERVICE  AND  USER  FRIENDLY  APPROACH 

Mr.  Smith.  And  then  you  have  a  responsibility  for  weather  and 
NOAA  and  technology,  as  you  have  mentioned,  and  fisheries  and 
related  matters.  I  come  from  Iowa  and  I  didn't  know  there  were 
any  kind  of  fish  other  than  catfish  and  carp  before  I  got  on  this 
committee.  But  I  find  out  there  are  a  lot  of  them,  and  they  are 
very  important  to  the  U.S.  economy.  You  have  all  those  major 
areas  to  take  care  of. 

You  didn't  mention  one  thing  that  hit  a  theme  with  me.  Your 
third  theme  was  to  scale  back  the  cost  of  government  but  make  it 
user-friendly.  I  remember  going  down  to  the  Department  one  morn- 
ing, and  they  were  showing  me  these  ways  that  they  were  cutting 
costs. 

And  they  had  something  that  when  the  small  businessperson 
would  call  in,  they  would  get  this  recording.  It  would  give  them 
nine  alternatives.  If  your  question  relates  to  this,  you  punch  one. 
By  the  time  they  get  to  the  end  of  it,  they  couldn't  ever  remember 
which  one  it  was  that  they  wanted  to  punch.  I  hope  this  is  not  in 
your  program. 

Secretary  Brown.  No,  that  is  not  a  part  of  the  user-friendly  ap- 
proach, Mr.  Chairman. 

I  might  add,  though,  you  mentioned  NOAA  and  the  Weather 
Service  and  fisheries  are  all  issues  of  importance  to  the  country 
which  we  deal  with.  I  think  it  is  a  good  time  for  me  to  get  on  the 
record  a  commendation  for  the  performance  of  the  National 
Weather  Service  during  the  weather  disaster  of  a  couple  of  weeks 
ago.  They  were  right  on  the  mark  with  their  predictions.  The  new 
Doppler  radar  worked  marvelously. 

I  happen  to  have  been  up  at  a  NOAA  principal  facility  in  Silver 
Spring  on  Friday,  the  day  before  the  storm,  and  saw  them  all  work- 
ing feverishly  and  communicating  up  and  down  the  East  Coast 
with  those  areas  that  would  be  most  hard  hit.  They  were  able  to 
predict  the  track  and  the  intensity  of  the  storm  to  an  incredible 
degree,  and  I  think  they  really  deserve  praise,  not  only  from  us, 
but  from  the  Nation. 
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Mr.  Smith.  Well,  they  do,  but  I  happen  to  have  been  one  who 
pushed  for  building  a  dam  just  above  Des  Moines  to  save  us  from 
floods.  Two  years  after  it  was  completed,  it  saved  we  don't  know 
how  many  lives  and  probably  more  than  the  cost  of  the  dam,  but 
nobody  ever  appreciated  that,  you  know.  I  mean,  you  don't  get 
credit  for  what  you  save  people  from,  it  is  only  complaints  while 
you  are  trying  to  do  it. 

But  it  is  certainly  true  what  you  say,  and  we  need  to  do  a  lot 
more  with  regard  to  weather,  and  we  can.  We  don't  have  the  con- 
stituency for  it  right  now,  but — for  example,  last  year  we  put  $21 
million  in  additional  funds  to  work  on  trying  to  come  up  with 
better  answers  for  global  climate  change  and  the  causes  of  El  Nino. 
These  are  terribly  important  investments  for  this  country,  and  for 
the  future. 

Secretary  Brown.  With  some  real  economic  impact,  Mr.  Chair- 
man. As  you  know,  the  farmers  in  your  State  are  well  served,  not 
only  physically  but  economically,  by  accurate  weather  forecasts. 

Mr.  Smith.  Absolutely. 

Secretary  Brown.  And  it  affects  our  economy  up  and  down  the 
line. 

As  you  know,  one  of  the  areas  in  the  budget  request  is  for  addi- 
tional weather  service  radar  and  satellites  and  facilities.  This 
spring,  we  are  going  to  be  putting  in  the  equipment  that  was 
knocked  out  during  the  last  major  hurricane  in  south  Florida.  This 
will  give  us  some  assurance  that  we  will  be  able  to  come  up  with 
the  right  kinds  of  predictions  so  that  when  hurricane  season  re- 
turns this  year 

Mr.  Smith.  Well,  I  hope  the  next  time  the  Commerce  Depart- 
ment budget  comes  up  the  Senators  in  Florida  won't  be  in  the  lead 
trying  to  cut  it. 

Secretary  Brown.  I  share  your  view,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Rogers? 

Mr.  Rogers.  Mr.  Chairman,  thank  you  very  much. 

Mr.  Secretary,  it  is  good  to  see  you. 

Secretary  Brown.  Nice  to  see  you. 

Mr.  Rogers.  Congratulations  on  your  appointment  to  a  very  im- 
portant post,  and  we  wish  you  the  very  best  and  much  success. 

Secretary  Brown.  Thank  you  very  much. 

Mr.  Rogers.  I  can't  help  but  remark  to  the  Chairman,  in  re- 
sponse to  his  comments  about  the  Toyota  plant  in  Kentucky  and 
his  mention  of  the  travel  and  tourism  figures — I  want  to  invite  him 
and  you,  Mr.  Secretary,  to  travel  to  see  that  Georgetown  plant  of 
Toyota  and  the  dozens  of  supply  factories  in  Kentucky  that  have 
created  many  new  jobs  and  to  see  that  Camry  being  assembled 
down  there. 

And  then,  Mr.  Chairman,  I  will  show  you  not  some  catfish  or 
carp,  but  I  want  to  show  you  some  small-mouth  bass. 

Mr.  Smith.  I  like  large-mouth  bass. 

Mr.  Rogers.  Take  your  pick. 

Mr.  Secretary,  in  the  people's  call  for  change,  I  think  it  is 
centered  around  their  need  for  a  better  economic  well-being  than 
they  had — that  motivated  many  people  in  this  last  election.  And 
that  economic  well-being,  of  course,  is  your  bailiwick  now  as  the 
President's  Secretary  for  Economic  Development,  more  than  just 
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Secretary  of  Commerce,  because  certainly,  you  are  in  charge  of 
more  than  just  trade  issues. 

So  I  really  think  what  you  have  outlined  to  us  is  that  your 
goal  is  economic  development,  much  broader  than  commerce  or 
trade. 

COMPETITIVENESS 

One  question  that  I  have  deals  with  the  emphasis  on  what  you 
will  be  asking  the  country  to  do.  The  Competitiveness  Policy  Coun- 
cil, for  example,  in  their  most  recent  report  states  that,  once  £igain, 
our  trade  deficit  has  increased  by  almost  30  percent,  from  $65  bil- 
lion in  1991  to  $84  billion  in  1992.  But  the  ground  that  we  lost  was 
in  medium-  and  low-technology  manufacturing,  not  high-technology 
manufacturing. 

I  know  you  have  ambitious  goals  for  high  technology,  which  I 
think  all  of  us  share.  But  I  want  to  ask  you,  are  we  simply  conced- 
ing the  low  technology  and  medium  technology  industries  to  our 
foreign  counterparts?  What  role  can  the  Department  play  to  help 
low-  and  medium-technology  manufacturing  to  improve  their  trade 
position  given  that  is  where  we  have  lost  competition  to  offshore? 

Another  example  of  this  is  that  we  graduate  tens  of  thousands  of 
MBAs  and  very  few  mechanical  engineers  any  more.  We  don't 
know  how  to  make  products  on  the  low  and  medium  technology 
end.  And  so  we  are  conceding  that  market — those  jobs,  to  our  off- 
shore competitors.  Have  you  thought  about  that? 

Secretary  Brown.  Yes,  we  have.  Congressman  Rogers.  I  have  had 
an  opportunity  to  look  at  the  report  to  which  you  refer.  I  don't 
want  to  concede  anything.  I  think  you  are  right.  Much  of  the  em- 
phasis has  been  on  high  technology  and  the  remarks  both  that  we 
have  made  in  our  testimony  and  in  other  public  remarks. 

But  we  cannot  forget  the  other  part  of  the  technology  equation.  I 
believe  that  we  can  speak  to  those  issues  effectively  through  the 
manufacturing  technology  centers  approach,  through  those  pro- 
grams that  reach  out  directly  to  small-  and  medium-sized  business- 
es and  reach  out  to  businesses,  many  of  which  high  technology 
wouldn't  even  be  appropriate. 

So  I  don't  look  to  exclude  other  than  high  technology.  I  think  we 
need  to  be  competitive  across  the  board.  It  certainly  is  the  inten- 
tion of  the  Department  to  focus  not  just  on  high  technology  but  on 
technology  generally  if  we  are  going  to  be  competitive  into  the 
future. 

Mr.  Re  ^^RS.  Well,  it  seems  in  the  past — and  this  is  a  fairly  con- 
vential  wioJom — ^that  we  have  had  the  ideas  and  developed  the  pat- 
ents and  then  somebody  else  developed  the  product. 

Secretary  Brown.  And  the  profits. 

Mr.  Rogers.  And  the  profits — and  the  jobs.  And  the  manufactur- 
ing process  was  taken  away  from  us  by  people  skilled  in  the  manu- 
facturing techniques. 

It  seems  to  me  one  of  the  best  things  we  could  do  would  be  to,  if 
anything,  offer  some  incentives  for  mechanic£il  engineering  gradu- 
ates, because  we  are  not  manufacturing  well  and  not  adapting 
ideas  to  product  lines  to  then  sell  those  products. 

Let  me  switch  gears  with  you  a  minute  then. 
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INDUSTRIAL  POUCY 


The  Washington  Post  recently  ran  a  story  that  raised  a  number 
of  questions  about  the  appropriateness  of  applying  the  Asian  model 
of  the  industrial  policy  versus  the  American  system. The  article  dis- 
cussed the  appropriate  role  of  the  government  and  industry  and 
the  interplay  between  them. 

The  Asian  model  is  one  that  has  proved  very  effective  in  the 
past,  the  kereitsu — which,  of  course,  we  cannot  do  in  this  country, 
nor  do  we  want  to.  Many  people  now  say  the  Asian  model  was  ap- 
propriate for  an  undeveloped  country  such  as  most  of  the  Asian 
countries  were — Japan,  Taiwan,  Singapore  and  others — but  when 
they  become  more  developed  and  their  manufacturing  processes 
are  competitive  in  the  world  market  and  the  industries  that  they 
are  attracting  are  more  complex  than  simple — mass  manufactur- 
ing— that  model  does  not  work  as  well. 

It  seems  to  me  that  we  are  now  adapting,  to  some  extent,  the  old 
Asian  model  to  our  needs.  Meaning,  the  government  is  becoming 
very  heavily  involved  in  research  and  development  on  behalf  of 
industry,  subsidizing  selected  industries  in  certain  aspects,  and 
making  choices,  I  think,  between  winners  and  losers  in  m£iny  cases. 
You  and  I  aren't  going  to  agree,  I  don't  think,  on  this  very  much, 
although  I  think  we  probably  agree  more  than  we  disagree.  But 
there  are  some  evidences  of  selection  of  industries. 

Last  month,  the  administration  unveiled  a  new  activist  policy  for 
fostering  advanced  technologies  in  Silicon  Valley.  The  President 
and  Vice  President  Gore  outlined  a  very  broad  plan  to  steer  $17 
billion  in  tax  breaks  and  government  spending  into  high-tech  en- 
deavors, including  a  program  for  Washington  to  join  with  U.S.  auto 
makers  to  develop  a  clean  car  of  the  future. 

So  there  are  some  evidences  of  picking  winners  and  losers  and 
the  government  deciding  which  industry  shall  prosper  and  which 
shall  not  prosper.  I  think  the  experience  that  we  have  had  in  the 
past  in  this  country  is  that  the  government  isn't  that  smart.  The 
market  is  the  better  judge  of  winners  and  losers. 

This  is  a  long  way  of  asking  you  whether  or  not  you  think  the 
government  should  be  doing  more  or  less  of  the  picking  of  winners 
and  losers  in  the  marketplace. 

Secretary  Brown.  Well,  Mr.  Rogers,  as  you  know,  it  is  a  compli- 
cated issue,  one  that  we  could  discuss  for  hours.  I  think  we  have  to 
develop  a  uniquely  American  model.  I  think,  clearly,  we  can  learn 
by  what  others  have  done. 

It  seems  increasingly  clear  to  me,  and  I  think  most  Americans, 
that  we  haven't  been  doing  everything  right  in  the  p£ist.  We  need 
to  redefine  the  relationship,  as  I  said  earlier,  between  the  public 
and  private  sector.  I  think  we  have  to  have  a  partnership  for  a 
change.  The  government  and  the  private  sector  can't  be  seen  or  see 
themselves  as  adversaries.  Certainly  not  if  we  are  going  to  compete 
effectively  against  competitors  all  over  the  world  who  are  doing  it 
much  differently  and  do  have  a  real  partnership.  We  don't  have  to 
have  the  same  kind  of  partnership  they  have. 

We  have  read  that  some  analysts  have  said  that  the  Department 
of  Commerce  is  going  to  be  the  American  version  of  the  Ministry  of 
Industry  and  Trade  in  Japan.  I  want  to  learn  from  what  they  have 
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done.  I  think  it  would  be  silly  not  to.  However,  I  don't  want  to  copy 
anything  that  any  other  country  has  done.  There  are  some  unique 
things  about  our  country  and  our  culture  and  our  heritage,  the 
way  we  operate.  There  are  also  some  things  that  have  to  be 
changed  about  the  way  we  go  about  doing  business  if  we  are  going 
to  compete  effectively.  We  can  call  it  what  we  want.  This  adminis- 
tration believes  we  need  some  kind  of  national  economic  strategy 
in  America  if  we  are  going  to  compete  long  term,  if  we  are  going  to 
create  high-wage,  high-quality  jobs  for  our  people. 

The  President  has  said  repeatedly — and  I  have  said  a  number  of 
times  in  testimony  and  other  places-we  don't  want  to  be  about  the 
business  of  picking  winners  and  losers.  We  don't  think  that  is  what 
partnership  means.  We  think  that  things  have  to  be  private-sector 
driven.  This  new  partnership  clearly  is  a  partnership  in  which  the 
private  sector  is  a  driving  force,  the  engine  that  pulls  the  train.  We 
are  just  there  to  help  when  and  where  appropriate.  There  are  some 
places  where  we  ought  to  get  out  of  the  way,  places  where  we  can 
be  more  helpful. 

I  think  a  good  example  of  the  kind  of  relationship  we  are  talking 
about  is  the  Advanced  Technology  Program,  which,  as  you  know,  is 
a  bottom-up,  private-sector-driven  effort,  which  defines  a  partner- 
ship in  the  way  that  I  think  makes  sense.  The  ideas,  the  creativity, 
all  come  from  the  private  sector.  And  the  government  is  there  to 
try  to  help,  to  encourage,  to  try  to  advance  technological  innova- 
tion that  might  not  take  place  if  it  was  left  entirely  to  the  private 
sector,  either  because  it  might  be  too  costly  or  too  risky,  but  where 
there  is  still  a  great  advantage  over  the  long  term  for  our  economy 
and  for  our  people. 

That  is  the  kind  of  approach  that  we  would  like  to  undertake, 
not  one  that  looks  at  a  company  and  says  we  want  to  make  this 
company  successful  to  the  detriment  of  other  companies,  but  one 
that  looks  more  to  the  future,  more  to  long-term  viability,  and 
long-term  growth  and  long-term  profits  than  to  just  the  short-term 
emphasis  we  have  had  for  too  long. 

So  I  think.  Congressman  Rogers,  we  would  probably  be  a  lot 
closer  on  some  of  these  issues  than  you  might  suspect. 

Mr.  Rogers.  Well,  I  hope  so. 

Let  me  cite  an  example.  Taiwan  recently  scrapped  its  old  system 
of  giving  t£ix  incentives  to  a  long  list  of  specific  favored  industries. 
For  example,  they  had  a  tax  break  for  quote,  explosion-proof  elec- 
tric motors,  double-coated  enamelled  wire  for  electrically  operated 
hand  tools  with  double  insulation,  and  so  forth. 

That  old  system,  back  when  they  were  an  underdeveloped  coun- 
try, probably  worked  to  bring  them  up  to  a  quite  sophisticated  in- 
dustrial system.  But  now  that  they  are  mcxiemized,  it  is  much 
more  difficult  for  the  government  to  direct  them.  Now  they  have 
scrapped  the  old  sjrstem  in  favor  of  tax  breaks  to  companies, 
regardless  of  industry,  for  R&D,  for  automation,  and  for  personnel 
training.  They  are  giving  more  general  incentives  that  foster  growth, 
and  let  industry  bring  the  products  and  pick  what  is  best  for  the 
marketplace. 

Secretary  Brown.  That  would  be  more  like  the  approach  that  we 
would  take.  The  administration  certainly  has  no  intention  to  get 
into  subsidies  for  specific  industries. 
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Mr.  Rogers.  Let  me  close  by  quoting  from  this  same  Washington 
Post  story,  written  by  Paul  Blustein,  by  quoting  from  Kazuo  Nu- 
kazawa,  managing  director  of  the  Keidanren  in  Japan,  the  chief 
big  business  group.  He  says,  quote,  personally,  I  think  it  is  very  dif- 
ficult, if  you  have  a  billion  dollars,  to  decide  whether  to  spend  it  to 
help  the  ceramics  industry  or  biotechnical  or  semiconductors  or 
whatever.  You  may  find  you  are  basing  your  decisions  on  phone 
calls  from  congressmen  and  senators  rather  than  on  economic  ra- 
tionality. This  is  the  dark  side  of  industrial  policy,  end  of  quote. 

Mr.  Smith.  We  will  have  to  try  to  hold  this  to  five  or  six  minutes 
or  we  won't  all  get  around. 

Mr.  Mollohan? 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Secretary.  It  is  good  to  see  you  again  here  in  a 
very  short  period  of  time. 

ECONOMIC  POUCY 

Mr.  Secretary,  I  am  particularly  pleased  to  have  you  here  so  that 
we  can  talk  about  economic  policy  and  reinvigorated  Federal  Gov- 
ernment effort  in  that  regard,  particularly  as  it  focuses  on  promot- 
ing technology  and  competitiveness. 

In  the  President's  technology  policy,  which  he  released  in  Febru- 
ary in  the  Silicon  Valley,  he  talked  about  a  reinvigorated  Office  of 
Science  and  Technology  Policy  to  lead  in  the  development  of  sci- 
ence and  technology  policy  and  a  new  National  Economic  Council 
to  monitor  the  implementation  of  new  policies  and  to  coordinate 
technology  policy  on  tax,  trade  and  regulatory  issues  and  other 
policy  agendas.  I  know  Commerce's  programs  focus  in  on  these 
issues  as  well,  particularly  NIST,  and  I  know  NIST  will  be  a  cen- 
terpiece of  the  President's  competitiveness  initiatives.  What  role  do 
you  see  Commerce  playing  in  terms  of  policy  recommendations  for 
new  technology  initiatives? 

Secretary  Brown.  A  very  important  role.  As  you  know,  the 
President  has  indicated  a  number  of  times,  both  during  the  cam- 
paign and  since  the  inauguration,  that  there  is  not  going  to  be  a 
new  Civilian  Technology  Agency,  that  the  Commerce  Department 
will  be  the  Federal  Government  Civilian  Technology  Agency.  We 
take  that  charge  seriously,  so  we  intend  to  play  an  important  lead- 
ing role  in  those  efforts. 

The  office,  directed  by  Dr.  Jack  Gibbons  at  the  White  House,  is  a 
very,  very  important  coordinating  vehicle.  We  will  be  working 
closely  with  that  office.  The  National  Economic  Council  is  a  new 
vehicle  that  the  President  has  put  in  place  to  coordinate  economic 
policy  generally,  and  to  raise  the  level  of  discussion  on  economic 
issues  in  the  policy-making  arena.  Under  the  leadership  of  Bob 
Rubin,  this  Council  will  also  play  an  important  role. 

We  work  closely,  both  in  terms  of  the  deputy's  committees  and 
the  principal's  committees.  I  serve  on  the  principal's  committee  of 
the  National  Economic  Council,  am  fully  engaged  and  involved  in 
all  of  those  policy  discussions. 

Mr.  Mollohan.  Well,  there  are  a  lot  of  entities  poised  as  active 
players  in  technology  development.  They  are  positioned  to  serve 
well  in  the  competitiveness  agenda  of  the  administration.  DARPA, 
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or  ARPA  as  it  is  now  called,  is  refocusing  its  efforts,  and  it  has  a 
considerable  amount  of  money  to  spend  on  conversion  activities.  I 
suppose  it  is  considered  to  be  a  big  player  on  the  block. 

Secretary  Brown.  Yes.  Some  of  which  we  are  expecting  to  re- 
ceive. 

TECHNOLOGY  RESOURCES 

Mr.  MoLLOHAN.  That  is  anticipating  my  question  a  little  bit. 
NASA  is  a  premiere  technology  transfer  agency,  probably  doesn't 
have  the  reputation  it  should  have  in  technology  transfer,  particu- 
larly in  aerospace.  The  Department  of  Energy  is  active  in  technolo- 
gy transfer,  as  is  the  Department  of  Commerce.  Could  you  speak  to 
how  those  efforts  are  going  to  be  coordinated  at  the  programmatic 
level  and  to  what  Commerce's  role  might  be  in  that  coordination 
effort? 

Secretary  Brown.  Well,  you  are  absolutely  right  in  that  some  of 
those  technology  resources  are  scattered  among  several  agencies  of 
the  Federal  (^vemment,  the  Department  of  Defense  being  the 
principal  one.  President  Clinton  has  stated  emphatically  that  we 
have  to  move  from  military  technology  to  civilian  technology. 

Clearly,  there  is  going  to  have  to  be  coordination  between  the  af- 
fected agencies.  That  coordination  is  now  taking  place.  I  indicated 
there  will  be  some  transfers  of  resources  from  the  Defense  Depart- 
ment to  the  Department  of  Commerce.  We  will  be  working  closely 
with  Defense,  DOE,  NASA  and  the  National  Science  Foundation 
and  others  who  are  involved  in  these  efforts. 

I  think  we  have  a  system  in  place  that  will  send  a  clear  signal 
that,  in  fact,  it  is  not  just  rhetoric  to  indicate  that  we  are  moving 
from  military  to  civilian  but  really  there  is  a  transfer  of  resources. 
That  is  the  real  test.  I  think  it  is  going  to  take  the  kind  of  coordi- 
nation you  suggest  to  make  sure  we  are  able  to  meet  that  test,  so 
we  don't  look  up  four  years  from  now  and  see  the  same  percentage 
of  our  technology  resources  are  for  military  uses. 

And  it  requires  a  different  kind  of  process.  When  you  know  who 
your  end  user  is,  it  makes  it  somewhat  easier  to  monitor  and  co- 
ordinate. When  you  don't  know  who  your  end  user  is,  which  is  gen- 
erally the  case  with  civilian  technology,  it  makes  it  more  complex. 
And  we  have  to  have  a  system  that  allows  us  to  use  effectively 
those  resources. 

Mr.  MoLLOHAN.  There  is  a  lot  of  capability  out  there.  DARPA, 
now  ARPA,  has  been  a  bit  of  a  single  shot  kind  of  high-tech  devel- 
opment capability  servicing  a  particular  customer,  traditionally  the 
military.  I  believe  that  Commerce  should  be  focusing  on  a  full  kind 
of  service  where  traditional  manufacturing  entities,  large  and 
small,  are  able  to  take  advantage  of  new  technology  and  incorpo- 
rate it  in  on  the  shop  floor  in  the  manufacturing  process.  As  I  look 
at  it,  this  is  where  we  currently  have  a  real  gap  in  technology 
transfer  and  I  think  that  is  the  kind  of  question  that  Congressman 
Rogers  was  asking. 

As  you  look  at  coordinating  the  efforts,  I  would  encourage  you  to 
also  look  at  how  the  Federsd  government  really  services  not  only 
technology  development  but  also  the  transfer  of  that  technology  to 
the  commercial  sector,  right  down  to  the  shop  floor.  There  are  a  lot 
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of  manufacturers  which  could  benefit  greatly  by  mechanization 
and  computer-flexible  manufacturing  right  now,  if  they  knew  it  ex- 
isted. Learning  of  its  existence  has  proven  to  be  a  challenging  task 
for  our  country's  manufacturers. 

Secretary  Brown.  Well,  you  are  absolutely  right.  And  to  give  you 
some  specifics  about  what  we  anticipate  from  DARPA,  of  the  $500- 
plus  million  for  those  ARPA,  formerly  DARPA,  initiatives,  it  ap- 
pears that  about  $125  million  of  it  will  be  administered  by  NIST, 
much  of  that  for  the  manufacturing  extension  assistance,  the  kind 
of  concept  you  referenced  to,  and  about  $30  million  for  technology 
and  new  products  creation  area,  a  new  program  that  we  have  set 
up. 

So  I  think  you  are  absolutely  right.  It  is  not  only  technological 
innovation,  but  it  is  technology  transfer,  which  is  important  to  get 
it  into  commercial  use.  And  clearly  that  will  be  a  focus.  I  think 
that  is  one  of  the  ways  that  we  can  demonstrate  our  commitment 
to  moving  from  military  to  civilian  technology. 

MANUFACTURING  TECHNOLOGY  CENTERS 

Mr.  MoLLOHAN.  I  think  the  MTC  is  a  great  program  to  transfer 
that  technology  to  the  manufacturing  sector. 

I  believe  that  in  fiscal  year  1993,  we  appropriated  $18.2  million 
for  that.  In  1994,  you  are  requesting  $30.2  million,  and  I  am  just 
wondering  if  that  is  enough.  I  know  that  a  big  part  of  the  Presi- 
dent's campaign  was  to  promote  over  a  hundred  manufacturing 
technology  centers  around  the  country.  Can  you  explain  why  there 
is  not  a  more  significant  request  for  1994?  What  is  the  Administra- 
tion's position  in  terms  of  the  pace  at  which  we  deploy  manufactur- 
ing centers? 

Secretary  Brown.  Yes.  And  the  present  budget  request  would  by 
1997  take  us  to  close  to  100  manufacturing  technology  and  exten- 
sion centers.  You  are  absolutely  correct,  though.  The  1994  figure  is 
$30.2  million,  and  we  take  it  to  $90  million  in  1997.  So  it  is  a  grad- 
ual gearing  up  of  our  manufacturing  extension  partnership  pro- 
gram. 

But  you  ask  an  appropriate  question.  I  wish  we  had  more  re- 
sources to  do  what  you  suggest  and  what  we  would  like  to  do.  We 
think  we  have  submitted  a  prudent  request.  We  think  we  have 
ramped  up  properly  between  now  and  1997. 

Mr.  MoLLOHAN.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Moran? 

Mr.  Moran.  Thank  you,  Mr.  Chairm£ui. 

Well,  with  the  right  kind  of  leadership — and  I  trust  that  you  are 
that  right  kind  of  leadership,  Mr.  Secretary — the  Department  of 
Commerce  can  become  the  most  important  Federal  agency  of  the 
21st  century  because  you  have  the  responsibility  for  technological 
research  and  development  instead  of  the  $30  billion  a  year  we  have 
been  spending  in  the  Defense  Department.  You  have  the  responsi- 
bility to  do  it  in  the  civilian  sector.  You  have  the  responsibility  to 
construct  the  information  telecommunications  highway  that  is  nec- 
essary for  international  competition.  You  also  have,  really,  the  re- 
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sponsibility  to  enable  us  to  move  from  military  competition  to 
international  economic  interdependency. 

And  since  my  distinguished  colleague  from  West  Virginia  has 
asked  the  question  that  I  had  intended  to  get  into,  I  am  going  to 
get  into  that  latter  part  of  your  role. 

FOREIGN  COMMERCIAL  SERVICE 

We  are  very  conscious  of  what  is  happening  in  Russia  today. 
And,  over  the  next  few  days,  the  amount  of  emphasis  we  can  put 
on  the  goals  of  the  Commerce  Department  versus  the  resources  we 
need  to  devote  to  Defense  may  be  largely  influenced  by  what  hap- 
pens in  Russia. 

It  is  of  concern  to  me  and  I  know  many  others  that  much  of  the 
promise  that  we  have  given  Russia  for  assistance  has  proven 
hollow.  I  don't  want  to  say  insignificant,  but  certainly  a  disappoint- 
ing amount  of  assistance  that  we  had  promised  Russia  has  actually 
been  given  Russia.  And  some  of  that  is  because  of  bureaucracy. 
Secretary  Christopher  is  asking  for  more  aid  today.  It  seems  to  me 
the  first  thing  we  ought  to  do  is  to  get  the  aid  that  we  have  already 
authorized  to  Russia. 

Now,  I  want  to  raise  an  example.  Russia's  two  principal  re- 
sources are  its  military  investment— its  weaponry — and  its  natural 
resources.  Its  natural  resources  may  make  it  the  richest  nation  on 
earth  if  they  were  properly  developed  in  an  environmentally  sensi- 
tive manner.  If  we  don't  want  Russia  to,  out  of  economic  necessity, 
export  submarines  to  Iran  or  nuclear  capability  to  North  Korea,  we 
have  got  to  help  them,  particularly  in  the  area  of  natural  resource 
development. 

There  is  a  consortium  of  individuals  and  firms  that  try  to  devel- 
op a  plan  for  using  Russia's  natural  resource  capability  through 
the  development  of  legal,  regulatory,  taxation,  licensing,  environ- 
mental guidelines.  They  have  the  approval  of  the  Vice  President  of 
the  Russian  republic,  the  Russian  Academy  of  Sciences,  all  the 
leading  American  oil  companies,  an  agreement  between  the  Rus- 
sian Geological  Institute  and  the  Russian  Oil  and  Gas  Ministry.  It 
was  all  put  together.  It  was  supposed  to  be  funded  from  USAID 
through  the  Freedom  Support  Act,  but  it  has  to  come  from  Com- 
merce Department,  I  assume  your  Foreign  Commercial  Service. 

I  am  told  that,  unless  the  fifth  floor  at  Commerce  knows  and 
wants  a  project,  it  drops  through  the  bureaucratic  black  hole.  Now, 
that  is  the  reputation  of  the  past,  I  am  sure.  But  I  want  to  know 
what  we  are  doing  in  terms  of  helping  Russia  today  develop  those 
kinds  of  guidelines,  those  kinds  of  regulations,  the  kind  of  legal 
structures  that  will  enable  real  aid  to  get  to  Russia  at  a  time  when 
we  can  work  with  its  leadership  and  know  that  we  depend  upon 
the  sustainability  of  that  current  leadership. 

What  are  we  doing  currently,  Mr.  Secretary,  to  help  our  ally  and 
the  Yeltsin  government,  let  me  say,  in  particular? 

Secretary  Brown.  Well,  first.  Congressman,  we  have  covered  up 
the  black  hole.  There  is  no  more  black  hole. 

Mr.  MoRAN.  What  happened  to  the  stuff  that  dropped  in  before 
you  covered  it  up? 

Secretary  Brown.  We  pulled  it  out. 
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Mr.  MoRAN.  You  pulled  it  out.  Okay. 

Secretary  Brown.  We  believe — the  fifth  floor,  as  you  know,  is 
where  my  office  is,  that  we  are  going  to  be  totally  focused. 

Mr.  MoRAN.  I  £issumed  that  that  was  the  reference. 

Secretary  Brown.  We  are  going  to  be  totally  focused  on  those 
priority  items  that  the  Administration  is  desirous  of  giving  atten- 
tion. Obviously,  we  are  going  to  be  seeking  the  advice  and  counsel 
of  the  Congress  in  helping  us  to  identify  those  priorities. 

Clearly,  our  relationship  with  the  former  Soviet  Union,  is  one  of 
those  priority  areas.  I  have  given  a  great  deal  of  time  and  attention 
to  it  from  an  economic  and  business  development  sense  over  the 
last  six  weeks.  I  spent  a  good  deal  of  time  with  Deputy  Prime  Min- 
ister Shokhin  when  he  was  here  talking  about  these  issues. 

I  am  going  to  cochair  the  Business  Development  Committee — 
U.S.-Russia  Business  Development  Committee.  We  are  going  to  meet 
in  Russia  sometime  this  spring. 

In  addition  to  that,  we  are  doing  some  very  specific  things.  The 
United  States  Foreign  and  Commercial  Service  is  playing  one  of 
the  lead  roles.  We  are  opening  new  offices  in  seven  locations  in 
Russia.  We  are  establishing  new  American  business  centers  in  the 
Newly  Independent  States,  having  some  money  transferred  from 
the  Agency  for  International  Development,  which  was  under  nego- 
tiation for  some  time.  Approval  for  that  transfer  has  now  taken 
place,  so  we  will  be  able  to  do  more  than  would  have  been  the  case 
before. 

We  are  establishing  a  business  information  center  here  in  Wash- 
ington for  American  businesses  interested  in  doing  business  in  the 
Newly  Independent  States  and  in  Russia. 

We  are  implementing  the  Special  American  Business  Internship 
Program,  which  we  think  can  be  very  important,  where  U.S.  busi- 
nessmen and  women  will  spend  time  in  Russian  companies,  and 
Russian  businessmen  and  women  will  spend  time  here  in  U.S.  com- 
panies. We  think  this  program  will  enhance  our  efforts  to  assist  in 
economic  development  in  Russia. 

You  are  right  in  identifying  these  new  consortia.  I  guess  it  is 
about  two  weeks  since  we  and  the  consortia  members  announced 
the  new  effort.  We  think  it  is  an  important  effort.  We  will  continue 
that  program  which  has  a  cost  of  $1.7  million,  a  modest  amount, 
but  we  think  appropriate  for  a  start-up  kind  of  effort. 

We  are  providing  staff  support  for  the  U.S.-Russia  Business 
Development  Committee,  and  we  are  continuing  the  so-called 
SABIT  or  internship  program. 

So  we  think  there  are  a  number  of  efforts.  I  think  a  lot  of  it  has 
to  do  with  the  kind  of  leadership  we  show,  which  is  not  always 
money  driven,  but  the  kind  of  time  and  attention  and  coordination 
we  give,  the  kind  of  outreach  we  do  to  small-  and  medium-sized 
American  companies,  getting  them  interested  in  doing  business  in 
Russia. 

I  had  a  meeting  just  about  a  week  ago  with  a  couple  of  members 
of  the  United  States  Senate  who  had  some  ideas  about  things  that 
we  could  be  doing  in  Moscow  with  private-sector  interests  from  the 
United  States  and  from  Russia  working  together  on  a  mall  type  of 
facility  in  Moscow. 
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So  there  are  a  number  of  things  going  on.  I  think  the  more  time 
and  attention  we  give,  the  more  we  focus.  And,  obviously,  there  are 
reasons  other  than  purely  economic  reasons  for  assuring  a  further 
democratization  and  moving  toward  market-driven  economics  in 
Russia.  Our  concerns  about  proliferation,  which  you  mentioned  in 
your  question,  and  many  other  concerns  make  it  sensible  for  us  to 
establish  these  kinds  of  relationships. 

Mr.  MoRAN.  As  you  know,  time  is  of  the  essence.  We  went  over 
to  Moscow.  I  know  the  whole  group  was  so  impressed  with  the  re- 
ceptivity of  the  Russians  to  American  investment.  But  it  is  the  pri- 
vate investment  we  need.  And  the  private  firms  are  willing  to 
invest  but  the  kind  of  assurances  they  need  as  private  corporations 
that  their  investments  will  be  safe  are  not  ready  yet. 

It  seems  that  the  Commerce  Department  has  a  major  role  to  play 
in  creating  the  kind  of  structure  that  American  private  corporate 
investment  can  trust.  They  must  be  able  to  invest  in  Russia  and 
know  that  under  private  property  ownership,  the  income  they 
make  will  be  theirs.  It  is  those  structures  that  are  missing.  Al- 
though they  are  complicated,  I  think  only  our  Federal  agencies  can 
provide  that  kind  of  structure.  It  just  seems  to  be  moving  so  slowly, 
and  it  may  have  been  too  late  now  for  the  Yeltsin  administration.  I 
don't  know  what  is  going  to  happen.  But  we  are  glad  you  are  as 
interested  as  you  are  and  will  hope  that  you  will  make  that  a  high 
priority. 

Thank  you,  Mr.  Secretary. 

Mr.  Smith.  Mr.  Kolbe. 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  welcome. 

Secretary  Brown.  Thank  you,  Mr.  Kolbe. 

PRIORITY  ISSUES 

Mr.  Kolbe.  It  is  good  to  see  you  again. 

A  quick  question  on  the  overall  budget  before  I  get  into  another 
area  that  I  want  to  concentrate  on.  I  appreciate  the  comments  you 
made  about  the  need  to,  as  you  put  it,  scale  back  on  the  cost  of  gov- 
ernment wherever  possible,  and  tighten  our  belts.  This  Nation's 
economy  is  going  to  get  back  on  track. 

But  I  think — in  fairness,  we  have  in  this  request  a  15  percent  in- 
crease. Even  in  NOAA  where  you  talked  about  the  need  to  elimi- 
nate low-priority  programs  and  belt  tightening,  you  have  a  12  per- 
cent increase  in  the  budget  request  for  NOAA.  Is  it  fair  to  charac- 
terize this  as  a  belt-tightening  budget  at  a  15  percent  increase? 

Secretary  Brown.  Sure.  I  think  across  the  board  there  has  been 
belt  tightening.  Obviously,  we  are  reordering  our  priorities.  This 
Administration  has  a  very  different  set  of  priorities  than  the  previ- 
ous Administration  did,  and,  hopefully,  the  budget  reflects  that.  We 
think  that  technology  is  terribly  important. 

So,  yes.  Congressman  Kolbe,  we  have  put  a  good  deal  of  attention 
on  the  technology  area.  We  think  that  the  work  that  the  National 
Oceanic  and  Atmospheric  Administration  does  is  terribly  impor- 
tant for  the  environment  and  commercialization  of  environmental 
technology;  the  Weather  Service,  which  I  have  had  an  opportunity 
to  mention  before,  some  modernization  efforts  to  keep  us  on  the 
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cutting  edge;  the  work  we  do  in  the  area  of  fisheries.  We  think  all 
of  those  things  have  a  significant,  long-term  economic  impact. 

So  you  are  right.  There  has  been  a  reprioritization.  We  think  it 
is  the  correct  one. 

Mr.  KoLBE.  Well,  okay,  maybe  a  reprioritization  and  there  may 
be  belt  tightening  in  some  of  the  other  budget  areas,  but  since  your 
comments  were  directed  to  the  Commerce  request,  I  was  just  di- 
recting my  remarks  to  that.  A  15  percent  increase  doesn't  strike 
me  as  belt  tightening,  but,  if  I  might,  we  will  leave  that. 

Secretary  Brown.  Well,  I  don't  want  to  leave  it. 

Mr.  KoLBE.  I  would  like  to  go  to  some  areas  where  we  do  have 
some  agreement  on. 

Secretary  Brown.  We  are  cutting  back  on  personnel.  And  I  men- 
tioned specific  instances  of  that  in  my  testimony.  The  Bureau  of 
Export  Administration  being  one,  a  2.5  percent  decrease  across  the 
board.  We  are  looking  at  administrative  costs.  So  I  think  while  we 
have  built  up  other  programs  that  we  think  are  important  to  the 
future  of  our  country  and  our  economy,  we  are  tightening  our  belts 
in  some  areas  which  I  think  are  important  and  will  be  painful  in 
many  respects. 

EXPORT  TRENDS 

Mr.  KoLBE.  Let  me  turn  to  an  area  in  which  you  and  I  have,  I 
think,  a  little  broader  agreement,  and  that  has  to  do  with  the  area 
of  trade.  Before  I  specifically  talk  about  your  recent  trip  to  Mexico, 
I  did  want  to  ask  a  question. 

In  the  first  page  of  your  testimony,  you  refer  to  the  fact  that  our 
economy  has  not  kept  up  with  changes,  referring  to  the  change  in 
global  economy,  our  ability  to  master  technological  changes,  stay  at 
the  forefront  of  ongoing  development.  The  fact  of  the  matter  is  that 
our  exports  have  more  than  doubled  in  the  last  six  years,  and  they 
have  contributed  45  percent  to  total  economic  growth  in  the  last 
five  years  in  this  country.  Is  that  not  an  accurate  statement? 

Secretary  Brown.  It  is  accurate,  and  I  acknowledged.  Congress- 
man, that  one  of  the  few  bright  spots  in  economic  performance  had 
been  increased  exports.  I  think  we  can  do  better.  I  think  if  we  can 
get  more  companies  involved,  I  think  we  can  do  better  as  far  as 
opening  markets,  leveling  the  playing  field  in  some  respects.  So  I 
think  those  two  comments  are  not  in  conflict  with  each  other. 

NAFTA 

Mr.  KoLBE.  Okay.  Let  me  ask  you  specifically  about  that.  You 
mentioned  the  area  that  I  wanted  to  talk  about  specifically  and 
that  is  Mexico  and  your  recent  trip  down  there.  It  got  a  lot  of  at- 
tention. It  seems  that  it  was  a  very  successful  trip. 

Tell  me,  in  your  view,  how  are  U.S.  companies  competing  in  the 
Mexican  market  with  companies  that  are  domestic  Mexican  compa- 
nies or  foreign  companies  from  Europe  or  the  Pacific  Rim?  And 
what  kind  of  export  opportunities  did  you  see  from  your  trip  down 
there? 

Secretary  Brown.  Well,  Congressman,  we  are  doing  well.  I  think 
we  could  do  a  lot  better  with  NAFTA  in  place.  I  would  share  your 
characterization  of  my  trip  as  successful.  I  had  an  opportunity  to 
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spend  a  good  deal  of  time  with  President  Salinas,  with  several 
members  of  his  cabinet,  with  Mexican  businessmen  and  women, 
with  American  businessmen  and  women  v/ho  are  operating  success- 
fully in  Mexico  and  are  very  encouraged  and  hopeful  and  optimis- 
tic. Obviously,  a  lot  is  riding  on  NAFTA. 

I  think  the  Mexican  economy  will  continue  to  grow.  I  think 
reform  will  continue  to  take  place  with  or  without  NAFTA.  I  think 
NAFTA  will  certainly  help  in  that  effort. 

I  had  an  opportunity  to  visit  with  officials  of  General  Electric 
and  Bechtel  who  are  involved  in  the  kind  of  partnership  relation- 
ship to  which  I  referred  earlier,  only  this  time  it  is  with  the  Mexi- 
can public  utility.  A  $675  million  cogeneration  project,  very  impor- 
tant to  the  Mexican  economy,  but  also  very  important  to  our  econo- 
my, using  all  American  technology  and  American  equipment.  Just 
the  kind  of  thing  we  ought  to  be  doing  more  of. 

It  seems  to  me  that  it  is  terribly  important  for  us  to  be  sensitive 
to  the  need  for  continued  growth  in  the  Mexican  economy  for  a  lot 
of  obvious  reasons  and  some  not  so  obvious.  As  we  seek  to  increase 
exports — and  we  have  a  surplus  with  Mexico  now,  as  you  know — 
but,  as  we  seek  to  increase  exports,  you  can  only  trade  with  folks 
who  have  some  resources  to  trade  with  you.  And  as  the  Mexican 
economy  grows,  we  can  sell  more  and  more  American  products  in 
Mexico. 

So  we  have  a  vested  interest.  And  that  is  why  I  feel  strongly  that 
NAFTA  is  not  only  good  for  Mexico  and  Canada,  it  is  good  for  the 
United  States  over  the  long  term  if  we  are  really  serious  about  eco- 
nomic growth. 

Mr.  KoLBE.  I  appreciate  that. 

The  final  question  on  this,  to  follow  up  on  your  point  about 
NAFTA,  how  in  your  view  is  NAFTA  going  to  assist  our  companies 
in  this  process? 

Secretary  Brown.  I  think  it  opens  markets.  The  goal,  as  you 
know,  is  to  eliminate  tariffs  over  a  period  of  time,  so  you  get  down 
to  zero  for  zero  situation.  That  helps  in  trade.  It  helps  increase  ex- 
ports. It  does,  first  and  foremost,  increase  American  job  opportuni- 
ties. 

I  know  that  there  are  concerns,  and  many  of  them  are  legitimate 
concerns.  I  discussed  those  concerns  with  President  Salinas — con- 
cerns about  workers'  rights  and  the  environment.  President  Clin- 
ton has  stated  unequivocally  that  we  are  concerned  about  workers 
and  the  environment  on  both  sides  of  the  border.  We  are  now  in 
the  process  of  negotiating  a  supplemental  agreement  which  we 
think  will  speak  effectively  to  those  concerns.  In  addition,  the  con- 
cern about  the  possibility  of  sectoral  surges. 

I  think  that  all  of  those  things  can  be  dealt  with  in  the  supple- 
mental agreements  that  will  get  NAFTA  well  on  the  road  to  imple- 
mentation on  January  1st,  1994.  That  certainly  is  the  hope  of  the 
Clinton  Administration,  and  I  think  American  business  interests, 
and,  therefore,  American  workers,  will  be  helped  significantly. 

Mr.  KoLBE.  I  fully  concur  with  your  view  that  it  would  help  busi- 
ness interests  in  this  country.  Thank  you  very  much. 

Mr.  Smith.  Mr.  Skaggs? 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

Good  morning,  Mr.  Secretary.  It  is  good  to  have  you  back  again. 
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Secretary  Brown.  Thank  you. 

DEFENSE  CONVERSION 

Mr.  Skaggs.  I  had  a  few  comments  and  then  a  couple  of  ques- 
tions. Let  me  just  run  through  the  comments  quickly.  First,  it  is  a 
pleasure  to  find  real  numbers  to  sink  our  teeth  into  finally. 

I  wanted  to  ask  you,  particularly  in  your  efforts  through  EDA,  to 
deal  with  military  base  closing  assistance,  to  keep  in  mind  what  is 
very  important  in  my  area  and  several  others  around  the  country, 
which  is  the  Department  of  Energy's  nuclear  weapons  facilities 
that  are  going  through  comparable  adjustments. 

I  am  sure  you  didn't  mean  to  exclude  them  by  referring  to  mili- 
tary base  closings,  but  I  think  it  is  important  to  recognize  that 
there  is  a  very  drastic  downsizing  going  on  within  DOE  as  well, 
and  they  need  some  help. 

Secretary  Brown.  I  think.  Congressman  Skaggs,  you  are  abso- 
lutely right.  It  was  not  my  intention  to  exclude  the  areas  that  you 
just  mentioned,  nor  was  it  my  intention  to  exclude  areas  around 
defense  contracting  facilities  that  are  closing.  So  it  is  not  only 
bases,  but  it  is  all  those  defense-related  kinds  of  activities.  You  are 
entirely  right. 

SCIENCE,  RESEARCH  AND  TECHNOLOGY 

Mr.  Skaggs.  One  additional  comment.  A  quick  calculation,  $2.5 
billion  of  your  $3.5  billion  request  is  clearly  in  the  area  of  science 
and  research  and  technology,  and  I  know  the  administration,  not  to 
overemphasize  the  importance  of  labels,  but  the  Department  of 
Commerce  doesn't  really  convey  what  you  do,  and  I  think  there  is 
some  value  in  trying  to  find  a  formulation  that  better  communi- 
cates what  you  are  about. 

A  question  for  you.  First  of  all,  I  recently  met  with  several  of 
your  employees  in  the  Boulder  area,  and  questions  from  several  of 
them  focused  in  on  the  technology  transfer  mission  of  the  Depart- 
ment. They  seemed  troubled  by  either  conflicting  signals  from 
management  within  the  Department,  or  hurdles  imposed  by  con- 
flict of  interest  regulations,  or  statutory  ambiguities,  or  whatever, 
in  their  being  able  to  carry  out  with  full  enthusiasm  the  technical 
transfer  mission  of  your  labs. 

You  will  probably  run  into  the  same  question  when  you  are  visit- 
ing, if  you  haven't  already,  and  it  may  be  useful  to  do  some  kind  of 
scrub  of  the  current  statutory  authority  and  rules  that  pertain  to 
this  area,  just  to  make  sure  that  we  haven't  missed  something  that 
is  causing  this  problem. 

I  think  it  is  still  also  part  of  a  cultural  change  that  needs  to  per- 
meate all  of  research-related  government.  But  I  wondered  if  you 
would  comment  on  that. 

Secretary  Brown.  Sure.  It  is  an  excellent  suggestion.  As  you 
might  recall,  I  think  from  my  previous  testimony  here,  we  are  al- 
ready doing  it  in  the  antitrust  area,  but  I  think  we  need  to  do  it  in 
many  other  areas  as  well. 

I  plan  to  visit  the  Boulder  facilities  next  Monday,  and  we  have 
quite  a  number  of  facilities  there.  NOAA,  NIST,  and  NTIA  are  all 
located  in  the  same  general  area.  So  I  am  sure  I  will  get  some  of 
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those  questions.  And  I  think  we  can  bring  some  clarity  to  those 
issues  on  that  visit  and  on  follow-up  visits  and  discussions. 

Mr.  Skaggs.  Great.  I  appreciate  it. 

I  was  delighted  to  see  the  proposals  with  respect  to  increases  for 
NIST  in  the  infrastructure  and  operating  side,  and  then  flipped  to 
the  chart  that  projected  out  through  fiscal  1998  your  plans  for 
NIST  to  find  a  target  of  $1.4  billion  for  NIST  in  fiscal  1998,  which 
is  two-and-a-half  times  plus  where  you  would  hope  them  to  be  for 
next  year. 

That  is  a  striking  proposal,  and  not  one  that  I  disagree  with,  but 
I  thought  I  would  invite  you  to  elaborate  on  the  strategic  objectives 
that  must  underlie  that  kind  of  dramatic  proposal. 

Secretary  Brown.  Well,  as  you  know,  Mr.  Skaggs,  this  adminis- 
tration is  putting  a  great  deal  of  emphasis  on  commercialization  of 
technology.  I  believe  it  was  Mr.  Rogers  who  indicated  that  we  have 
often  been  on  the  cutting  edge  of  technological  innovation,  but  not 
on  the  cutting  edge  of  profits  from  that  technology  commercializa- 
tion and  transfer  of  that  technology. 

We  want  to  make  sure  that  we  are  on  the  cutting  edge;  we  want 
to  make  sure  that  it  is  private  sector  driven.  We  are  recommending 
a  very  significant  increase  in  funding  for  NIST,  taking  it  from  just 
under  $400  million  in  fiscal  year  1993  to  almost  $1.4  billion  in  1997. 

We  think  that  we  have  suggested  an  appropriate  way  to  get 
there.  Clearly  we  have  to  increase  our  management  capability, 
which  we  think  we  can  do  from  year  to  year.  We  think  NIST  is 
very  efficiently  run  now,  and  we  think  when  you  consider  the  new 
and  creative  things  that  they  are  doing,  that  ought  to  give  us  a  real 
hope  for  the  future. 

Much  of  that  is  in  the  advanced  technology  program.  As  I  recall 
the  numbers  for  1997,  we  are  going  to  take  that  to  $750  million  in 
1997.  Also  a  significant  increase,  but  one  which  we  think  is  impor- 
tant, but  speaks  to  the  essence  of  what  the  administration  talks 
about  when  we  talk  about  a  public-private  partnership. 

The  ATP  program  is  probably  the  best  model  of  that  kind  of 
partnership,  but  with  it  being  absolutely  and  totally  a  private 
sector  driven,  bottom-up  kind  of  approach,  we  think  those  monies 
can  be  spent  wisely.  Much  of  it,  too,  is  directed  towards  our  manu- 
facturing technology  centers,  which  does  the  kind  of  technology 
transfer,  both  high  tech  and  low  and  medium  technology  that  we 
need  to  do. 

What  we  have  done  is  try  to  identify  things  that  work,  that  we 
know  that  work,  that  can  really  make  an  economic  difference  for 
our  country,  that  can  really  create  jobs  and  export  opportunities. 
So  this  is  not  some  new  pie-in-the-sky  dream  world  approach,  but 
rather  identifying  those  programs  that  really  work  effectively,  that 
reach  communities  and  help  industries  in  those  communities  be 
more  competitive. 

We  do  it,  although  it  is  a  large  jump,  in  a  thoughtful,  fiscally 
prudent  manner. 

Mr.  Skaggs.  I  should  probably  mention,  since  I  think  C-SPAN  is 
carrying  our  proceedings  this  morning,  that  NIST  is  the  National 
Institute  of  Standards  and  Technology,  and  avoid  too  many  of  our 
acronyms  here. 
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EXPORT  PROMOTION 


One  final  question  for  this  round.  The  Commerce  Department 
has  the  principal  responsibility  for  export  promotion  within  the 
government.  This  administration  has  also  stated  its  very  serious  in- 
tention to  deal  with  nonproliferation  of  weapons;  not  just  nuclear 
weapons,  I  would  assume,  but  other  advanced  technology  and  dual- 
use  items  as  well. 

That  involves  an  inherent  conflict,  and  I  am  just  wondering  how 
you  see  your  responsibility  as  the  member  of  the  Cabinet  who  pro- 
motes exports  in  balancing  and  weighing  that  conflict. 

Secretary  Brown.  Congressman  Skaggs,  I  am  very  sensitive  to 
the  proliferation  issues.  I  spent  a  long  time  yesterday  talking  to 
Congressman  Markey,  who  is  very  concerned  about  these  issues  £is 
well. 

I  would  hope  that  as  I  move  to  support  American  business  and 
industry  and  to  encourage  the  increase  of  exports,  that  we  make 
sensible,  thoughtful  decisions  on  export  licensing.  And,  I  remain 
sensitive  to  the  proliferation  issues.  I  think  as  an  advocate  for  busi- 
ness and  industry  and  economic  growth  and  expansion,  I  still  have 
to  be  sensitive  to  the  long-term  concerns  about  national  security, 
which  I  intend  to  be  throughout  the  process. 

On  the  general  issue  of  export  promotion,  I  intend  to  activate 
and  energize  the  Trade  Promotion  Coordinating  Committee.  I  un- 
derstand the  Committee  has  not  had  a  principals  meeting  since  its 
existence.  It  is  due  to  report  to  the  Congress  in  September  on  its 
activities.  So  you  can  be  assured  the  Committee  is  going  to  be  very 
active. 

I  am  going  to  convene  the  first  meeting  probably  next  week.  It  is 
a  19-agency  committee  which  I  chair  as  Secretary  of  Commerce. 
There  is  also  a  new  structure  within  the  Administration,  and  that 
is  a  joint  group.  National  Security  Council  and  National  Economic 
Council,  which  I  also  chair,  on  the  issue  of  export  promotion  and 
trade  promotion. 

That  principals'  group  has  not  yet  met,  but  will  be  meeting 
within  the  next  week  or  two  to  make  sure  that  we  not  only  give 
impetus  to  export  promotion,  but  that  we  have  all  the  various 
wheels  of  the  government  apparatus  turning  in  the  same  direction. 

I  think  one  of  the  issues  is  resource  allocation.  We  know  that 
about  80  percent  of  our  paid  promotion  dollars  go  for  agriculture, 
and  agriculture  represents  less  than  10  percent  of  our  exports.  So 
we  need  to  take  a  hard  look  at  how  we  are  spending  our  export 
promotion  money.  We  need  to  ask  some  questions  about  whether 
we  shouldn't  be  spending  more  on  manufactured  goods  to  enhance 
the  ability  of  our  industrial  sector  to  compete  effectively  in  the 
export  marketplace. 

Mr.  Skaggs.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Price? 

Mr.  Price.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  let  me  add  my  warm  welcome  to  you  to  this  sub- 
committee. I  think  for  myself,  and  for  many  of  us,  it  makes  us  very 
confident,  very  happy  to  see  you  and  your  Department  at  the  fore- 
front of  this  administration's  plans  for  revitalizing  this  economy. 

Secretary  Brown.  Thank  you. 
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TRADE  EXPORT  MATTERS 


Mr.  Price.  I  would  like  to  focus  on  trade  export  matters  as  well. 
First,  picking  up  on  the  question  you  just  broached  about  how 
those  efforts  can  be  more  effectively  coordinated,  and  then  secondly 
asking  you  about  a  matter  that,  as  far  as  I  am  concerned,  is  some- 
what closer  to  home. 

First,  about  export  promotion  in  general,  I  have  just  come  to  this 
subcommittee  from  the  Agriculture  Appropriations  Subcommittee, 
so  I  am  aware  of  what  you  just  said  about  the  large  portfolio  in 
foreign  trade  that  USDA  has.  My  information  is  they  receive  at 
least  75  percent  of  the  total  funding  for  export  promotion  pro- 
grams, but  account  for  only  about  10  percent  of  our  exports. 

Now,  as  you  know,  USDA  and  the  Foreign  Agricultural  Service 
have  been  criticized  by  GAO  and  others  for  not  doing  as  good  a  job 
as  our  competitors  for  promoting  value  added  U.S.  products.  In 
fact,  our  Appropriations  Subcommittee  severely  cut  the  market 
promotion  program'  last  year  because  it  seemed  that,  in  many 
cases,  they  were  just  substituting  U.S.  taxpayer  dollars  for  adver- 
tising dollars  that  large  companies  had  already  decided  to  spend. 

The  United  States  and  Foreign  Commercial  Service  has  likewise 
experienced  some  past  difficulties.  There  is  a  statistic  that  is  trou- 
bling, that  100  U.S.  companies  account  for  over  50  percent  of  all 
American  exports,  and  that  85  percent  of  our  exports  are  accom- 
plished by  just  2,000  companies. 

I  wonder  if  you  could  elaborate  a  bit  on  the  way  you  plan  to  reor- 
ganize and  revitalize  this  important  area;  how  your  efforts,  for  ex- 
ample, will  dovetail  with  those  of  other  agencies  like  the  Foreign 
Agricultural  Service. 

I  think  this  question  of  coordination  is  an  important  one,  because 
these  export  promotion  programs  are  spread  over  10  different  agen- 
cies, and  funds  don't  seem  to  be  allocated  on  the  basis  of  any  gov- 
ernment-wide strategy.  So  how  do  we  make  sure  that  these  promo- 
tion funds  are  being  channeled  into  areas  with  the  greatest  poten- 
tial returns,  and  how  do  we  make  certain  that  our  effort  is  effec- 
tively coordinated? 

Secretary  Brown.  Thank  you.  Congressman  Price.  We  all  talk 
about  coordination  and  the  need  for  it,  and  it's  terribly  important. 
Coordination  takes  leadership.  Somebody  has  to  see  that  coordina- 
tion is  really  going  on. 

In  the  area  of  export  promotion,  I  intend  to  take  that  leadership, 
both  through  the  legislatively  mandated  chairmanship  of  the  Trade 
Promotion  Coordinating  Committee,  and  by  the  presidentially  ap- 
pointed Subcommittee  on  Export  Promotion  of  the  NEC  and  NSC. 

I  indicated  that  the  principals  of  the  Trade  Promotion  Coordinat- 
ing Committee  had  never  been  pulled  together.  We  are  going  to  be 
doing  that  next  week,  all  19  agency  representatives,  to  talk  about 
just  those  issues.  How  do  we  more  effectively  use  and  target  our 
resources;  how  do  we  make  sure  that  resources  are  allocated  in 
such  a  way  that  it  represents  what  our  policy  is  as  an  administra- 
tion. 

If  in  fact  our  policy  is  to  incresise  exports  of  manufactured  goods, 
we  ought  to  look  at  what  the  budget  says  and  what  kind  of  empha- 
sis the  budget  gives,  and  we  ought  to  make  some  adjustments,  if  in 
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fact  those  budgetary  allocations  are  not  in  line  with  what  it  is  we 
are  intending  to  do. 

Secondly,  I  think  a  lot  can  be  done  by  what  we  do  with  our  trade 
policy,  generally,  and  how  firm  we  are  in  assuring  that  markets 
are  opened  for  our  products.  Too  often  we  have  not  played  on  a 
level  playing  field.  I  think  we  have  to  be  careful  in  the  way  we  do 
that. 

We  have  to  do  that  with  a  sense  that  our  goal  is  to  have  a  situa- 
tion where  you  can  have  free  and  fair  trade,  and  I  think  that  the 
things  that  we  do  and  say  in  that  regard  can  provide  impetus  for 
export  promotion  activities. 

I  think  we  need  to  take  a  hard  look  at  those  vehicles  and  ele- 
ments that  we  have  in  place.  We  have  a  very  fine  United  States 
and  Foreign  Commercial  Service  that  I  think  probably  isn't  well- 
known  enough  to  the  American  business  community.  I  think  they 
do  excellent  work. 

I  just  visited  our  trade  center  in  Mexico  City.  I  think  all  of  the 
staff  are  hard  working,  dedicated,  mission-oriented.  I  think  we  can 
do  more  if  more  of  the  business  community  understood  what  re- 
sources are  available  to  them  as  they  seek  to  get  into  the  export 
market. 

Further,  I  think  that  our  focus,  as  I  think  I  have  said  once  or 
twice  this  morning,  really  needs  to  be  on  small  and  medium-sized 
companies,  some  of  which  don't  even  think  about  exports.  It  is  not 
even  on  their  radar  screen,  but  it  ought  to  be  on  their  radar  screen, 
and  we  ought  to  be  proactive. 

Our  staff  of  the  U.S.  and  Foreign  Commercial  Service  should  do 
more  than  servicing  American  businessmen  and  women  when  they 
come  to  foreign  countries.  They  should  be  identifying  the  need  for 
widgets  in  those  countries  and  then  getting  back  to  us  here  and 
finding  out  who  manufactures  widgets  so  they  can  get  into  the 
export  business. 

That  is  what  I  call  a  proactive  approach,  and  that  is  the  ap- 
proach that  we  are  prepared  to  take. 

Mr.  Price.  Good.  I  think  that  outreach  is  especially  important  in 
that  attempt  to  reach  out  to  small  and  moderately  sized  businesses. 

Now  let  me  focus  on  something  in  the  same  area,  but  much  more 
specific.  It  has  to  do  with  a  report  that  appeared  in  the  March  5th 
edition  of  Inside  U.S.  Trade.  It  is  reported  there  that  in  the  last 
days  of  the  Bush  administration,  I  think  about  nine  days  before 
George  Bush  left  office,  the  Commerce  and  State  Departments  es- 
tablished new  export  promotion  guidelines  for  U.S.  embassy  posts 
abroad  who  are  providing  export  assistance. 

These  guidelines  apparently  added  new  criteria  to  determine  if  a 
company  is  eligible  for  U.S.  Government  support.  The  new  guide- 
lines seemed  to  represent  a  departure  from  previous  policy  which 
primarily  considered  U.S.  content  as  the  major  factor. 

These  additional  criteria  have  to  do  with  whether  or  not  a  com- 
pany is  foreign  owned,  regardless  of  the  number  of  U.S.  workers 
that  it  employs,  or  whether  the  products  being  promoted  are  manu- 
factured in  the  U.S. 

As  I  am  sure  you  know,  the  Research  Triangle  area,  which  I  help 
represent  in  North  Carolina,  is  one  of  the  Nation's  economic  suc- 
cess stories.  A  number  of  the  companies  in  our  area  are  subsidiar- 
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ies  of  foreign  entities.  For  example,  the  Northern  Telecom  Compa- 
ny manufactures  high  quality  telecommunications  equipment.  They 
manufacture  this  in  North  Carolina.  They  employ  9,000  of  our 
people.  They  have  been  very  successful  in  the  export  market,  par- 
ticularly in  Asia. 

So  a  report  like  I  just  cited  does  concern  me,  because  Northern 
Telecom  is,  as  you  know,  a  Canadian  firm.  Can  you  tell  us  if  these 
reports  are  reliable,  or  if  indeed  the  criteria  for  U.S.  export  promo- 
tion assistance  have  been  altered,  were  they  altered  in  the  closing 
days  of  the  administration  to  take  these  factors  into  account,  and 
whether  a  company  like  Northern  Telecom  would  be  excluded  from 
embassy  assistance  in  running  export  contracts. 

Secretary  Brown.  I  share  your  concern.  Congressman  Price.  I 
don't  know  whether  they  have  been  altered  or  not,  but  the  percep- 
tion is  certainly  that  they  have  been  altered,  and  if  that  is  the  per- 
ception, we  certainly  need  to  have  a  review  of  that  alteration. 

I  know  that  your  staff  has  been  in  touch  with  the  International 
Trade  Administration.  I  would  like  to  participate  in  that  meeting 
with  you  and  your  colleagues  on  that  subject  so  that  we  can  come 
to  some  clarity  on  what  changes,  if  any,  have  been  made,  and  what 
impact  they  have. 

But  it  is  a  concern  that  I  share  with  you,  and  I  think  we  need  to 
get  together  on  it  and  see  what  the  impact  is  and  what  we  can  do 
about  it. 

Mr.  Price.  So  as  far  as  you  are  concerned,  this  was  a  policy 
change  that  was  rushed  through  in  the  closing  days  of  the  last  ad- 
ministration; it  is  not  one  that  you  necessarily  have  embraced  or 
even  reviewed  yet,  but  you  do  intend  to  conduct  that  review? 

Secretary  Brown.  I  do.  And  to  my  knowledge,  there  was  no  blan- 
ket exclusion  of  Northern  Telecom,  but  it  is  something  I  want  to 
look  at  to  make  sure  that  is  the  case. 

Mr.  Price.  It  is  a  question  of  a  whole  class  of  companies  that  are 
manufacturing  in  this  country,  employing  our  people,  and  they  de- 
serve whatever  assistance  our  embassies  are  prepared  to  render. 

Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

BUSINESS  DEVELOPMENT  CENTERS 

Mr.  Smith.  As  you  can  see,  members  of  this  committee  are  very 
interested  in  exports  and  technology  transfer.  I  am  glad  to  hear 
your  emphasis  on  small  business. 

I  was,  however,  you  might  say,  shocked  when  the  stimulus  pack- 
age came  up,  or  about  that  time,  when  one  of  the  proposals  for 
elimination  was  small  business  development  centers.  They  are  an 
integral  part  of  this  whole  export  promotion  activity.  We  have  720 
of  them  in  the  country  now.  They  are  university-based. 

We  have  matching  funds  from  the  various  states.  We  don't 
permit  governors'  offices  to  select  the  candidates  for  help,  and  they 
are  successful.  And  if  a  small  business  is  going  to  operate,  they 
must  have  a  business  plan;  they  must  have  a  cash  flow  projection; 
they  must  have  virtually  ever3^hing  they  don't  have  in  the  Soviet 
Union  or  in  Russia.  That  is  what  they  really  need  over  there  is 
small  business  development  centers,  as  much  as  anything. 
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And  so  I  hope  that  there  is  good  enough  attention  brought  to  this 
that  you  and  the  Administration  understand  now,  that  SBDC's  are 
a  part  of  this  whole  initiative  that  the  Administration  is  taking. 

Secretary  Brown.  My  understanding  is  that  0MB  is  reviewing 
that  matter  now.  I  think  there  can  be,  Mr.  Chairman,  some  poten- 
tial overlap  between  our  manufacturing  extension  partnership  pro- 
gram and  the 

Mr.  Smith.  I  agree.  As  a  matter  of  fact,  it  is  just  about  20  percent 
of  the  SBDC  program,  and  you  can  eliminate  it.  It  is  a  surplus. 

Secretary  Brown.  I  think  we  need  to  look  at  how  we  could  locate 
some  of  these  activities  that  might  be  duplicative.  That  is  what  we 
are  doing  now. 

Mr.  Smith.  Because  the  activity  they  have  means  nothing  unless 
the  small  businessman  has  a  business  plan,  including  a  cash  flow 
projection.  They  must  have  all  these  things 

Secretary  Brown.  Yes,  the  basics. 

Mr.  Smith.  Yes.  We  get  help  from  universities  at  the  same  time 
that  we  are  helping  them. 

With  regard  to  Russia,  as  Mr.  Moran  said,  some  of  us  were  just 
over  there.  It  shows  the  difference  between  our  system  and  their 
system  and  how  important  it  is.  Milk  is  about  50  rubles  at  the 
farm.  And  so  they  have  reduced  production  by  30  percent.  It  sells 
for  approximately  300  in  Moscow. 

So  there  are  about  five  times  as  many  people  transferring  it  from 
one  hand  to  another  in  between  and  they  don't  help — they  don't 
produce  anjrthing.  They  don't  need  more  people  in  marketing  over 
there;  what  they  need  is  more  people  in  production.  They  are  short 
on  production. 

And  it  illustrates  the  difference  between  our  system  and  their 
system  and  why  we  need  to  be  sure  that  we  are  doing  this  technol- 
ogy transfer  and  keeping  competitive  as  well  as  helping  small  busi- 
nesses. 

Mr.  Rogers,  do  you  have  another  question? 

Mr.  Rogers.  Yes,  Mr.  Chairman.  I  will  be  brief. 

north  AMERICAN  FREE  TRADE  AGREEMENT 

Mr.  Secretary,  the  North  American  Free  Trade  Agreement  has 
been  mentioned  briefly  here.  Some  of  us  have  some  deep  fears,  and 
I  know  you  have  expressed  some  concerns  £is  well.  Some  of  us  have 
some  deep  fears  that  much  of  the  low  technology  manufacturing 
currently  in  this  country  would  be  lost  to  Mexico.  We  fear  that 
jobs,  for  example,  in  the  textiles  industry,  an  industry  of  great  im- 
portance to  my  district,  would  be  lost  to  Mexico. 

What  is  your  comment  about  that? 

Secretary  Brown.  I  believe  that,  both  over  the  long  and  short- 
term,  we  will  have  an  increase  in  job  opportunities  for  American 
workers  under  NAFTA.  I  think  that  there  will  likely  be  some  dislo- 
cation in  some  areas.  I  don't  believe  that  the  textiles  will  be  hard 
hit  in  that  regard  based  on  the  economic  analysis  that  has  been 
available  to  me. 

I  think  we  have  to  be  ever  vigilant  of  the  impact  on  American 
workers,  no  matter  what  sector  of  the  economy  in  which  they 
work.  This  Administration  is  going  to  be  vigilant.  We  have  made 
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that  pledge  throughout.  There  is  nothing  more  important  to  our 
country  than  the  working  men  and  women  who  produce  our  prod- 
ucts and  deliver  our  services. 

And  even  though  the  long-term  impact,  I  think,  is  clearly  favor- 
able and  positive,  we  have  to  be  concerned  about  short-term  dislo- 
cation as  well,  worker  retraining,  for  example,  and  other  ways  to 
intervene  to  make  sure  there  is  no  negative  impact  on  American 
workers. 

INFORMATION  HIGHWAY 

Mr.  Rogers.  Now,  you  are  requesting  54  million  in  your  budget 
for  a  new  program  to  build  a  so-called  information  superhighway. 
Of  course,  that  is  an  extremely  complex,  very  divisive  issue,  with 
incredibly  high  stakes. 

The  telephone  companies,  the  cable  TV  companies,  the  computer 
people,  among  others,  all  want,  and  should  play  a  role  in  a  national 
telecommunications  network.  Congress  has  been  unable  to  reach 
any  sort  of  consensus  on  what  role  each  of  these  players  should 
have.  We  saw  this  last  year  in  the  battle  of  the  baby  Bells. 

Don't  we  have  to  resolve  those  issues  in  order  to  have  a  national 
telecommunications  network?  Is  it  not  premature  in  view  of  those 
unresolved  issues  to  appropriate  $54  million  this  year  when  we 
haven't  reached  a  consensus  on  a  telecommunications  policy? 

Secretary  Brown.  Well,  I  think.  Congressman,  there  is  a  differ- 
ence between  a  policy  and  what  technology  you  ultimately  choose.  I 
think  the  marketplace  will  decide  that.  It  is  not  our  intention  to 
pick  a  technology,  to  pick  fiber-optics,  for  example,  which  clearly 
has  a  big  head  start.  We  will  be  doing  test  beds  and  other  things, 
such  as  testing  appropriate  systems  and  looking  at  how  the  net- 
work ought  to  be  put  together.  We  will  see  who  we  are  trying  to 
reach — educational  institutions,  libraries,  hospitals,  or  individuals  in 
their  homes. 

I  think  there  is  such  extraordinary  opportunity  here,  all  of  which 
ultimately  makes  us  more  competitive  as  a  nation  and  creates 
more  jobs  for  our  people.  So  it  seems  to  us  that  it  is  an  appropriate 
expenditure  that  does  not  get  into  the  kind  of  conflict  resolution 
mode  that  you  suggest,  because  this  is  not  about  picking  a  technol- 
ogy of  one  over  the  other,  but  rather  about  exploring  options  and 
opportunities  for  the  future. 

We  will  submit  legislation  this  year  for  the  NTIA  program.  We 
will  be  able  to  spend  all  of  the  funds  requested  as  part  of  our  stim- 
ulus package  which  we  think  gives  the  program  a  jump  start. 

EDA  INVESTMENT 

Mr.  Rogers.  Now,  you  are  requesting  a  $33  million  increase  for 
the  EDA? 

Secretary  Brown.  Yes. 

Mr.  Rogers.  This  increase  is  targetted  to  the  impacted  by  the  de- 
fense drawdown  to  help  them  readapt  to  the  new  world.  How  are 
you  going  to  score  those  funds?  Should  that  come  out  of  the  defense 
function  or  the  domestic  function? 

Secretary  Brown.  I  am  informed  that  they  are  coming  out  of  do- 
mestic funding.  Now,  we  are  receiving  some  additional  resources, 
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as  I  think  I  mentioned  earlier,  from  the  Defense  Department.  But 
these  particular  funds  are  scored  as  domestic. 

And  therefore,  for  business  development,  as  you  know,  getting 
small  or  medium-sized  businesses  started  and  enhanced  in  those 
distressed  and  urban  and  rural  communities. 

U.S.  AND  FOREIGN  COMMERCIAL  SERVICE 

Mr.  Rogers.  Let  me  close  here  with  more  a  comment  than  a 
question.  I  would  like  your  response,  though. 

In  the  past,  we  have  had  some  difficulty  getting  the  Foreign 
Commercial  Service  officers  in  our  embassies  to  be  able  to  operate 
as  they  should  as  promoters  of  American  products  overseas.  Many 
times,  they  have  been  co-opted  by  the  Department  of  State.  The  ec- 
onomics officers  of  the  Department  of  State  are  there  to  report  on 
the  economic  conditions  of  a  particular  country,  whereas  the  Com- 
merce Department's  people  are  there  to  sell,  sell,  sell. 

Both  State  and  Commerce  have  distinct  missions  in  these  embas- 
sies, but  they  are  not  the  same,  and  many  times  they  even  clash.  It 
is  going  to  take  a  specific  agreement  between  you  and  the  Secre- 
tary of  State  that  the  Commerce  people  will  remain  independent  to 
a  certain  degree  for  operating  purposes,  at  least,  from  the  Depart- 
ment of  State's  economic  officers. 

Can  you  help  us  do  that? 

Secretary  Brown.  Yes,  I  can.  Congressman  Rogers,  and  I  am 
committed  to  doing  that. 

Mr.  Rogers.  Good. 

Secretary  Brown.  I  have  been  very  pleased,  as  I  am  sure  you 
have,  by  Secretary  Christopher's  comments  recently,  both  in  his 
congressional  testimony  and  in  public  forums  around  the  country 
where  he  has  talked  about  the  State  Department  as  promoting 
American  companies  and  industry.  That  is  a  first  for  a  Secretary  of 
State,  I  think. 

I  think  it  is  in  line  with  the  Administration's  view  that  we  all 
ought  to  be  pushing  for  export  promotion.  I  have  had  a  conversa- 
tion with  Secretary  Christopher  about  that  already.  Under  Secre- 
tary Spero  at  the  State  Department  is  going  to  be  working  with  my 
deputies  at  the  Commerce  Department  on  these  issues. 

So  I  think  we  go  at  it  two  ways.  One  is  making  sure  the  U.S.  and 
Foreign  Commercial  Service  employees  know  who  they  work  for, 
they  work  for  the  Commerce  Department.  But  secondly,  is  also  get- 
ting the  State  Department  interested  in  export  promotion  and  cre- 
ating business  and  job  opportunities  for  American  companies  and 
the  American  people. 

Mr.  Rogers.  I  am  glad  to  hear  that.  Thank  you,  Mr.  Secretary. 

Mr.  Smith.  Mr.  Taylor,  we  have  all  had  a  five-minute  round. 

COMPETITIVENESS 

Mr.  Taylor.  I  will  try,  Mr.  Chairman.  Someone  asked  in  one  of 
my  town  meetings  if  all  I  was  going  to  do  was  oppose  the  President. 
I  pointed  out  that  the  economy  is  a  lot  like  being  in  the  second 
row  back  in  a  jet  plane  and  hoping  the  pilot  crashes,  so  you  can  get 
even  with  him.  That  makes  no  sense  at  all,  because  we  are  all  in 
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this  together  for  the  next  four  years,  and  I  hope  the  President  suc- 
ceeds. When  he  does,  my  constituents  will  succeed. 

I  am  concerned  in  one  area  and  I  wanted  to  mention  it.  During 
our  last  subcommittee  hearing,  we  had  the  Competitiveness  Policy 
Council  come  in  with  a  competitiveness  strategy  for  America.  You 
have  a  copy  of  it. 

Secretary  Brown.  Right. 

Mr.  Taylor.  In  that,  the  Council  makes  a  number  of  recommen- 
dations, and  I  will  try  to  go  over  them  briefly  because  of  the  time. 
One,  it  recommends  creating  high  performance  work  places,  and  I 
think  that  is  important.  I  have  toured  several  plants  in  my  district, 
and  I  think  the  team  concept  is  what  is  working  and  has  improved 
productivity  and  competitiveness. 

I  know  the  Administration  is  supportive  of  organized  labor;  I  un- 
derstand the  striker  replacement  will  be  signed;  Senator  Ford,  who 
introduced  the  bill,  has  said  it  will  cause  more  strikes  and  will  create 
more  unrest  in  labor  areas. 

In  order  to  have  creative  high  performance  work  places,  it  requires 
intense  and  innovative  collaboration  between  labor  and  manage- 
ment, according  to  the  Competitveness  Policy  Council. 

Much  of  the  policy  in  this  area  that  the  Administration  is  push- 
ing and  planning  to  push  in  conjunction  with  other  initiatives  go 
contrary  to  that  type  of  collaboration,  and  will  that  not  hurt  us 
economically?  We  can't  always  put  these  in  a  comprehensive  bill. 

The  Council  also  makes  a  recommendation  on  tort  reform.  It 
points  out  that  there  are  hundreds  of  billions  of  dollars  of  unpro- 
ductive cost  in  the  economy  because  of  increased  tort  activity.  In 
the  President's  State  of  the  Union  address  when  he  was  talking 
about  health  care,  he  discussed  doctors  and  other  health  care  pro- 
vides, but  we  didn't  hear  much  about  tort  reform.  The  past  Secre- 
tary of  Health  and  Human  Services  told  me  that  he  felt  that  tort 
reform  would  probably  save  between  20  to  22  percent  in  health 
care  costs.  I  know  there  is  a  political  conflict  involved  in  enacting 
this  type  of  reform. 

The  Council  also  talks  about  regulatory  changes.  It  points  out 
that  excessive  amounts  of  regulation  are  generating  hundreds  of 
billions  of  dollars  in  unproductive  costs,  and  I  agree. 

In  the  area  of  the  environment,  I  think  we  have  a  hysteria- 
driven  movement  that  is  not  producing  the  rationale  where  busi- 
ness and  industry  can  sit  down  and  attack  problems.  I  feel  that  this 
has  really  been  counterproductive. 

When  you  look  at  all  of  the  above  recommendations — and  I  agree 
with  the  Council's  conclusions  in  the  areas  of  high  performance 
workplace,  tort  reform,  regulatory  reform,  and  social  problems — it 
seems  the  Administration's  policies  seem  to  be  going  completely 
contrary  to  them. 

Is  there  any  chance  that  the  Administration  will  modify  those 
policies  or  am  I  misinterpreting  the  policy? 

Secretary  Brown.  Well,  Congressman,  I  would  never  want  to 
suggest  that  you  are  totally  misinterpreting  an)rthing.  But  I  would 
suggest  that  I  don't  agree  with  your  conclusions.  The  fact  is,  we  are 
not  moving  in  a  different  direction,  the  different  one  that  you  sug- 
gest. 
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I  have  reviewed  this  document  as  well  and  much  of  it  I  agree 
with,  not  every  single  line  in  it,  but  much  of  it.  In  that  regard,  the 
Secretary  of  Labor,  Bob  Reich  and  I,  are  convening  a  group  of  man- 
agement and  labor  leaders  this  spring  on  just  those  issues,  on 
workplace  related  issues. 

The  reason  we  are  doing  it  with  Commerce  and  Labor  in  a  co- 
leadership  role,  is  to  send  just  the  kind  of  message  which  your 
question  suggests  you  would  like  to  be  sent,  that  there  needs  to  be 
a  new  kind  of  cooperation.  So  I  would  disagree  that  the  policy  pro- 
nouncements take  us  down  a  different  road. 

I  talked,  before  you  came  in,  about  our  desire  to  build  new  kinds 
of  partnerships,  new  kinds  of  partnerships  between  the  public  and 
private  sector,  new  kinds  of  partnerships  between  labor  and  man- 
agement. That  is  what  we  are  committed  to.  I  don't  believe  that 
policy  pronouncements  that  have  been  articulated  thus  far  move  us 
in  a  different  direction. 

Mr.  Taylor.  I  would  like  to  think,  Mr.  Secretary,  that  I  am 
wrong,  but  let  me  ask  you  specifically:  the  Competitiveness  Policy 
Council  called  for  an  innovative  collaboration  between  labor  and 
management  in  its  report. 

Senator  Ford  has  said  publicly  that  the  striker  replacement  bill 
will  generate  more  strikes,  more  labor  unrest,  more  activity,  and 
probably  make  labor  less  willing  to  collaborate  with  management. 

Is  it  possible  that  this  legislation  might  be  held  back  until  after 
your  talks  are  held? 

Secretary  Brown.  Well,  I  am  not  specifically  familiar.  Congress- 
man, with  what  Mr.  Ford  said.  I  do  know  that  the  Administration 
is  very  committed  on  this  issue,  on  the  strike  break  replacement 
issue,  and  I  don't  foresee  that  policy  changing  at  all. 

I  think  that  with  the  kinds  of  things  that  Secretary  Reich  and  I 
are  going  to  be  doing  together,  that  we  can  overcome  the  view  that 
in  fact  you  would  create  more  strikes  and  more  labor  unrest  and 
more  division  between  management  and  labor. 

I  do  not  reach  that  conclusion.  I  think  that  there  are  many 
things  we  can  do  to  assure  that  that  conclusion  cannot  justifiably 
be  reached. 

Mr.  Taylor.  Well,  I  hope  you  are  right,  Mr.  Secretary,  because  I 
think  if  we  are  going  to  be  competitive,  we  have  got  to  move  in  a 
very  positive,  cooperative  manner. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Mollohan? 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  think  it  is  fair  to  say  that  in  the  previous  Ad- 
ministration, there  was  support  for  programs  like  the  advanced 
technology  program,  which  focuses  basically  on  research.  But  there 
was  a  reluctance  to  support  programs  at  the  Federal  level  that  would 
help  facilitate  the  transfer  of  research  and  development  discoveries 
to  the  private  sector. 

In  the  Competitiveness  bill  being  formulated  in  the  House,  H.R. 
820,  there  are  two  loan  programs  on  which  I  would  like  your  com- 
ments. 

The  Technology  Loan  Program  will  provide  for  the  Secretary  of 
Commerce  to  enter  into  agreements  to  make  loans  and  loan  guar- 
antees to  qualified  small  and  medium-sized  businesses  to  upgrade 
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their  technology  base  and  perform  research  on  advanced  technol- 
ogies which  are  close  to  the  commercialization  stage.  Banks  would 
serve  as  conduits  for  these  government  loans. 

The  Civilian  Technology  Development  Program  would  establish  a 
national  program  to  provide  long-term  capital  for  qualified  high- 
technology  businesses  through  private  investment  companies  li- 
censed to  provide  private  equity  venture  capital  to  companies. 

If  you  would,  Mr.  Secretary,  would  you  comment  as  to  whether 
or  not  you  support  these  programs,  and  further  do  you  think  that 
the  Clinton  Administration  will  pursue  these  two  programs,  should 
they  be  authorized? 

Secretary  Brown.  First,  Congressman,  I  have  testified  in  support 
of  H.R.  820  and  S.4  in  the  Senate.  We  feel  very  strongly  that  the 
legislation  moves  us  in  giant  steps  in  the  right  direction. 

On  the  specific  loan  issue,  we  are  reserving  judgment  on  that,  as 
I  indicated  in  my  testimony,  on  H.R.  820.  There  are  ongoing  discus- 
sions within  the  Administration  of  the  appropriateness  of  the  Fed- 
eral Government  participating  in  that  kind  of  a  direct  activity,  al- 
though I  fully  acknowledge  that  capital,  capital  formation,  access 
to  capital  is  one  of  the  very  real  problems. 

The  question  is:  How  do  we  address  that  problem?  We  look  for- 
ward to  working  with  the  staff  on  this  issue  to  come  to  some  kind 
of  conclusion  that  will  bring  some  continuity  between  the  position 
articulated  in  the  legislation  and  the  still  developing  Administra- 
tion position  on  this  issue. 

Mr.  MoLLOHAN.  Commerce  is  working  with  the  authorizing  com- 
mittee? 

Secretary  Brown.  Yes,  and  will  continue  to  do  so,  throughout 
the  legislative  process. 

Mr.  MoLLOHAN.  Do  you  agree  that  a  need  exists  here? 

Secretary  Brown.  Yes,  I  clearly  recognize  a  need.  The  problem  is 
with  access  to  capital.  I  clearly  recognize  that. 

Mr.  MoLLOHAN.  As  you  continue  your  discussions  with  the  au- 
thorizing committees,  are  you  debating  whether  to  have  loan  pro- 
grams or  are  you  discussing  what  form  a  loan  program  should 
take? 

Secretary  Brown.  I  think  it  is  in  what  form  you  make  capital 
available  to  small  and  medium-sized  businesses,  whether  it  be 
through  a  loan  program  or  other  kinds  of  programs  that  are  al- 
ready in  existence,  how  we  go  about  it.  I  think  the  administration 
clearly  does  recognize  the  capital  formation  and  capital  access 
problems. 

Mr.  MoLLOHAN.  I  was  going  to  ask  you  for  your  comment  about 
the  levels  at  which  this  legislation  would  propose  funding.  But  if 
you  haven't  come  to  specific  terms  on  the  programs,  then  I  think 
maybe  we  should  wait  until  you  do  that. 

Secretary  Brown.  Thank  you. 

Mr.  MoLLOHAN.  You  were  asked  a  number  of  questions  about  ex- 
ports and  you  spoke  pretty  completely  about  that  issue.  So  let  me 
just  encourage  you  to  look  at  how  coordination  can  be  affected  be- 
tween State  Department  and  Commerce  on  promoting  exports 
abroad.  Commerce  has  the  Foreign  Commercial  Service  and 
its  commercial  officers  located  at  foreign  outposts.  The  FCS  and 
State    Department    officers    perform    similar    services.    Secretary 
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Christopher  has  committed  to  in  cooperate  with  you  and  I  believe 
that  this  is  a  wonderful  opportunity  to  improve  the  complementary 
relationships  that,  by  definition,  exists. 

OVERSEAS  INFORMATION  SERVICE  SUPPORT 

With  that,  let  me  turn  to  a  related  issue.  I  would  like  to  know  if 
you  have  examined  the  information  services  and  logistical  support 
needs  of  the  American  business  community  overseas.  I  know  when 
I  work  with  my  businesses  back  in  West  Virginia  on  exporting 
their  products,  one  of  the  primary  problems  they  have  is  gaining 
an  appreciation  for  the  opportunities  that  exist.  Once  they  receive 
an  appreciation  for  the  opportunities,  they  are  quick  to  learn  how 
to  export.  But  it  is  that  first  hurdle  of  understanding  the  opportu- 
nities which  poses  the  greatest  challenge. 

What  kind  of  support  services  do  you  envision  providing  to  small 
businesses  throughout  the  country  to  help  them  with  their  inter- 
ests in  exporting? 

Secretary  Brown.  Although  we  have  not  done  a  complete  review 
yet,  I  certainly  am  cognizant  of  the  problems  and  issues.  I  think  we 
can  do  a  better  job  of  providing  those  kinds  of  support  services,  and 
as  soon  as  we  have  completed  a  review,  we  will  be  making  some 
recommendations  on  how  to  do  that. 

Mr.  Mollohan.  Okay.  Thank  you,  Mr.  Secretary, 

Mr.  Chairman. 

Mr.  Smith.  Mr.  Moran? 

defense  conversion 

Mr.  Moran.  Mr.  Secretary,  I  would  like  to  ask  you  a  bit  about 
defense  conversion.  There  seems  to  be  two  aspects  of  defense  con- 
version, one  focus  on  converting  factories  and  machinery,  the  old 
notion  of  converting  swords  into  plow  shares,  using  much  the  same 
people  and  the  same  processes  of  industrial  production. 

But  there  is  another  aspect  of  defense  conversion,  and  that  is 
finding  civilian  application  of  the  software  and  the  technological 
products  of  the  $30  billion  annual  investment  in  research  and  de- 
velopment that  we  have  committed  over  the  last  decade  through  the 
Department  of  Defense. 

The  Center  for  Strategic  and  International  Studies  did  a  com- 
plete examination  of  that  aspect  and  found  that  it  was  extremely 
difficult  to  be  able  to  use  the  products  of  that  defense  R&D  effort 
toward  civilian  application.  There  were  restrictions  on  the  firms 
that  had  developed  products  through  DOD,  and  on  marketing  those 
products  commercially.  Any  number  of  standards  and  restrictions 
that  are  necessary  for  DOD  contracts  means  that  the  enormous  in- 
vestment, the  almost  exclusive  Federal  investment  in  R&D,  is  not 
going  to  reach  its  potential  in  the  civilian  market. 

But  it  would  seem  that  the  Commerce  Department  has  a  role  to 
play  in  remedying  this  situation.  It  is  a  quite  different  role  than 
taking  the  people  and  the  machines  that  were  used  and  finding 
other  uses  for  them.  This  is  the  role  of  taking  that  R&D  and  ena- 
bling us  to  get  the  maximum  commercial  development  of  those 
products. 
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What  are  you  doing  in  this.  The  use  of  the  computers  £ind  the 
software  and  all  of  the  high  technological  product  that  has  been 
used  by  our  intelligence  agencies  and  our  different  branches  of  the 
Defense  Department?  What  are  you  doing  to  enable  us  to  apply  that 
to  the  civilian  sector,  Mr.  Secretary? 

Secretary  Brown.  We  have  already  begun  our  conversations  with 
Director  Woolsey  and  with  officials  at  the  Defense  Department 
about  how  to  do  a  better  job  there.  You  are  right.  Defense  conver- 
sion needs  to  be  looked  at  in  a  much  broader  context  than  just 
what  happens  in  communities  around  defense  facilities,  and  you 
are  absolutely  right  in  focusing  on  software. 

As  you  well  know  in  the  private  sector  now,  particularly  with 
high  tech  companies,  with  start-up  companies,  it  often  is  the  case 
that  more  money  is  invested  in  software  than  in  hardware,  and  it 
is  something  that  we  need  to  start  thinking  in  terms  of,  changing 
the  way  we  think  about  investment. 

So  it  is  something  we  are  just  getting  a  start  on,  but  I  think  you 
are  right  in  identifying  it  as  an  appropriate  issue  to  cause  us  to 
look  at  defense  conversion  in  the  broader  context. 

Mr.  MoRAN.  There  seems  to  be  a  natural  tie-in  with  the  informa- 
tion highway,  the  telecommunications  effort,  and  I  would  hope  that 
there  would  be  a  close  inter-working  relationship  between  Defense 
and  NIST  in  that  regard,  and  obviously  with  DARPA.  Mr.  MoUo- 
han  got  into  that  a  bit. 

But  DARPA  certainly  doesn't  have  a  firm  grasp  of  what  it  is  going 
to  be,  vis-a-vis  NIST,  and  there  seems  to  be  a  fair  amount  of 
competition  going  on  as  to  which  role  should  be  played.  So  I  strongly 
encourage  Commerce  to  play  lead  role  in  that  respect. 

Thank  you. 

Mr.  Smith.  Did  you  have  any  other  questions? 

CREDIT 

Mr.  Taylor.  I  do,  Mr.  Chairman. 

Secretary  Brown,  you  have  discussed  the  issue  of  credit,  and  I  ap- 
preciate the  Administration  trying  to  reduce  bank  regulations  into 
more  realistic  positions.  Mr.  Bush  tried  to  do  the  same  thing,  and 
was  universally  ignored. 

Could  you  tell  me  how  this  Administration  is  going  to  change  the 
attitude  that  developed  over  the  last  several  years  toward  small 
business,  which  is  really  where  the  capital  problem  is.  I  believe  we 
do  not  need  to  form  an  independent  bank  or  another  series  of 
banks  or  something  to  duplicate  what  FHA  &  other  agencies  al- 
ready do. 

Out  in  the  field,  bankers  are  severely  penalized  for  taking  any 
risky  loan  for  fear  that  it  will  deplete  their  capital  reserves.  It  is 
the  heart  of  where  the  problem  lies. 

Is  there  a  specific  way  that  you  can  monitor  that  or  follow  up 
after  the  Administration's  statements? 

Secretary  Brown.  Well,  Congressman,  as  you  know,  the  Presi- 
dent has  been  very  vocal  on  this  issue,  and  I  know  that  Secretary 
Bentsen  and  his  team  are  working  hard  on  it  to  come  up  with  ideas 
to  free  capitsd. 
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As  you  correctly  point  out,  there  are  a  lot  of  financial  institu- 
tions that  have  capital,  but  are  afraid  to  lend  it,  and  we  certainly 
have  to  change  that  mindset.  Some  of  it  is  regulatory,  some  of  it  is 
jawboning,  some  of  it  is  trying  to  establish  new  kinds  of  priorities, 
and  that  is  ongoing  within  the  Administration. 

I  would  say,  though,  Congressman,  that  we  are  committed  to  the 
concept  of  community  development  banks,  which  as  you  know,  is 
part  of  the  President's  economic  plan.  There  is  discussion  in  the 
Administration  now  as  to  how  they  fit  in  to  the  system  generally, 
what  their  specific  role  is. 

But  we  know  that  they  have  worked  in  other  communities,  the 
South  Shore,  for  example.  Chicago  is  one  that  the  President  has 
talked  extensively  about.  We  think  the  experience  can  be  replicat- 
ed, not  in  any  way  to  compete  with  existing  financial  institutions. 
This  is  kind  of  a  new  opportunity  and  a  new  arena  that  we  think 
deserves  and  needs  exploration. 

Mr.  Taylor.  Could  you  tell  me,  Mr.  Secretary,  how  those  commu- 
nity banks  would  differ  from  state  housing  corporations,  the  Farm- 
ers Home  Administration  that  gives  rent  supplements  and  other 
types  of  loans,  such  as  the  SBA's  two-pronged  loan  programs. 

How  will  the  community  banks'  function  differ  from  resources  in 
existence? 

Secretary  Brown.  First  of  all,  those  generally,  Congressman, 
have  very  narrow  mandates.  These  community  development  banks 
would  have  broad  mandates  and  the  whole  purpose  would  be  assist- 
ance to  medium  and  small  businesses  in  distressed  communities. 

We  think  that  there  is  a  role  for  these  banks.  We  think  you  are 
correct  in  raising  the  potential  for  overlap.  It  is  one  of  the  things 
that  we  are  concerned  about.  We  are  looking  hard  at  making  sure 
that  there  is  not  duplication  of  effort.  Our  conclusion  thus  far  is 
that  there  is  not  duplication,  that  there  is  a  big  gap  out  there. 

I  think  you  look  at  the  Los  Angeles  situation  and  how  long  it  has 
taken  us,  over  a  year  with  very  little  appropriate  activity,  to  re- 
build that  community.  One  of  the  problems  that  has  been  raised 
there  I  think  could  be  addressed  with  community  development 
banks. 

Mr.  Taylor.  FHA  offices  are  being  closed  all  around  my  district. 
I  objected  and  have  kept  some  open,  but  not  successfully  every- 
where. Will  we  be  closing  more  of  those  offices  and  moving  towards 
community  banks  as  a  replacement,  or  will  they  work  together? 

Secretary  Brown.  I  think  it  all  depends  on  the  community.  As 
you  know,  the  Farmers  Home  Banks  are  in  the  jurisdiction  of  the 
Agriculture  Department,  so  I  am  not  totally  familiar  with  that 
process. 

Mr.  Taylor.  Sure. 

Secretary  Brown.  But  we  certainly  are  going  to  have  to  have  a 
lot  of  communication  within  the  Administration,  there  is  no  ques- 
tion about  that. 

Mr.  Taylor.  I  have  one  final  question,  and  it  is  not  totally  under 
your  jurisdiction.  The  Community  Reinvestment  Act,  a  well  man- 
aged piece  of  legislation  in  1977,  does  not  help  minorities,  and  it 
creates  a  lot  of  use  of  funds  and  activities. 

I  would  appreciate  the  opportunity  sometime  to  sit  down  with 
you  or  other  Commerce  Department  officials  and  bring  in  minori- 
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ties  from  my  community,  bipartisan,  who  can  tell  you  exactly  what 
I  am  saying.  The  CRA  is  a  policy  that  was  meant  to  do  well  and 
has  gone  awry. 

I  wish  we  could  address  this,  especially  for  smaller  institutions 
that  are  using  a  lot  of  their  resources  in  bureaucratic  paperwork 
and  really  doing  nothing  to  help  their  communities.  There  are 
some  good  programs  available  for  those  communities,  but  not 
under  the  Community  Reinvestment  Act,  and  it  may  in  fact  be 
stopping  some  of  those  programs. 

MINORITY  ENTREPRENEURSHIP 

Secretary  Brown.  Well,  as  you  know.  Congressman,  the  Minority 
Business  Development  Agency  is  part  of  the  Commerce  Depart- 
ment. We  think  we  need  to  enhance  its  role  in  minority  entrepre- 
neurship.  The  whole  Mega  center  concept  that  we  have  seen  work 
well  elsewhere,  which  is  kind  of  a  one-stop  shopping  for  minority 
businessmen  and  women,  is  an  important  concept. 

We  have  asked  for,  I  believe  it  is  5  million  additional  funding  for 
MBDA  in  the  fiscal  year  1994  budget  as  a  demonstration  of  our 
commitment  to  minority  business  development. 

Mr.  Taylor.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Price? 

Mr.  Price.  Thank  you,  Mr.  Chairman. 

ADMINISTRATIVE  SAVINGS 

Mr.  Secretary,  I  think  we  are  nearing  the  end  of  what  has  been  a 
very  productive  and  encouraging  hearing.  In  light  of  that,  I  would 
like  to  give  you  an  opportunity  to  comment  on  the  last  couple  of 
pages  of  your  testimony  where  you  talk  about  the  need  to  achieve 
administrative  savings,  to  pare  back  less  critical  programs,  even  as 
we  are  increasing  investment  in  critical  areas. 

We  passed  in  the  House  last  week  a  far-ranging  budget  resolu- 
tion which  aims,  first  of  all,  to  spend  less,  but  secondly,  to  spend 
what  we  do  spend  more  intelligently.  And  sometimes  those  two 
goals,  the  goal  of  deficit  reduction  and  the  goal  of  strategic  new  in- 
vestments are  presented  as  opposing  goals. 

But  what  I  think  our  budget  resolution  underscores  is  that  they 
are  not  opposing  at  all,  that  they  are  really  complementary  goals, 
that  both  in  reducing  the  deficit  and  in  making  these  strategic  new 
investments,  we  are  aiming  at  a  revitalized  economy.  That  is  the 
point  of  the  whole  exercise. 

Your  Department  clearly  is  going  to  be  central  to  both  aspects  of 
that.  You  are  going  to  be  cutting  back  on  less  critical  expenditures; 
you  are  also  going  to  be  at  the  forefront  of  some  of  these  new  in- 
vestments. 

So  I  would  like  to  give  you  an  opportunity  to  comment  on  the 
balance  that  you  are  striking  here  and  where  you  plan  to  achieve 
savings  and  also  where  you  plan  to  be  in  this  reordering  of  prior- 
ities. 

Secretary  Brown.  Well,  Congressman,  you  raise  an  important 
issue.  I  think  the  Administration  has  a  big  advantage  in  dealing 
with  those  issues,  because  we  started  our  first  several  weeks  in 
office  dealing  with  the  President's  economic  plan,  which  meant 
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that  at  least  those  of  us  on  the  National  Economic  CJouncil,  but  I 
think  the  entire  Cabinet,  had  to  really  focus  on  resolving  those 
issues:  How  do  you  balance  one  against  another?  How  do  you  make 
the  tough  decisions? 

Reordering  priorities  is  very  difficult.  It  means,  in  many  cases, 
urging  the  elimination  of  some  things  that  might  have  been  close 
to  your  heart.  But  on  objective  evaluation,  you  conclude  that  they 
don't  do  what  they  are  supposed  to  do.  They  don't  have  the  kind  of 
impact  they  are  supposed  to  have. 

The  very  purpose  of  making  those  hard  decisions  is  so  that  you 
can  reallocate  resources  to  things  that  do  what  they  are  supposed 
to  do  and  do  have  impact  on  the  lives  of  real  people  out  here  across 
America.  So  those  are  the  kinds  of  decisions  that  were  central  to 
the  Administration's  initiation,  so  to  speak.  I  think  that  makes  us 
prepared  to  grapple  with  those  issues  down  the  road. 

We  think  we  have  begun  to  do  that  in  our  budget  presentation  to 
your  committee.  Chairman  Smith.  Making  these  reallocation  of  re- 
sources decisions  shows  you  can  simultaneously  reduce  costs,  tight- 
en your  belt,  and  make  critical  personnel  decisions  on  reductions 
where  appropriate.  It  also  allows  making  long-term  investment  de- 
cisions in  the  economic  interests  of  our  country  to  produce  jobs  in 
the  private  sector,  where  the  jobs  ought  to  be. 

That  doesn't  mean  it  is  easy.  It  doesn't  mean  there  doesn't  have 
to  be  constant  discussion  and  dialogue.  Because  sometimes  two 
people  can  review  programs  and  come  up  with  different  conclu- 
sions. And  ultimately,  it  becomes  using  informed  judgment  to  make 
those  decisions,  and  that  is  what  we  are  attempting  to  do  through 
the  budget  process,  through  policy  pronouncements,  through  the 
way  we  attempt  to  tackle  problems  and  issues. 

Mr.  Price.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  MoUohan  had  another  question. 

Mr.  MoLLOHAN.  Yes,  Mr.  Chairman.  Thank  you. 

INFORMATION  HIGHWAY  GRANTS 

Mr.  Secretary,  I,  for  one,  was  extremely  pleased  to  see  the  re- 
quest for  the  National  Telecommunications  and  Information  Ad- 
ministration's information  highway  grants  in  the  stimulus  pack- 
age. And  I  note  that  in  the  FY  94  request.  Commerce  has  requested 
$95  million  for  NTIA,  of  which  fifty-one  million  would  go  towards  a 
new  line  item  for  information  highway  grants. 

The  "last  link"  issue  for  the  national  information  highway  infra- 
structure is  one  that  has  concerned  me  as  I  watch  the  implementa- 
tion of  the  High  Performance  Computing  and  Telecommunications 
Act. 

In  your  fiscal  1994  request,  I  see  Commerce  staking  out  a  signifi- 
cant role  in  providing  a  vehicle  for  schools  and  libraries  and  gov- 
ernments and  other  public  information  producers  to  interact  effec- 
tively on  NREN. 

Will  you  elaborate  on  this  new  NTIA  activity?  Do  you  see  the 
NTIA  playing  an  increasingly  significant  role  in  the  information 
highway  development  over  the  next  four  years. 
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Secretary  Brown.  I  do,  Congressman,  and  that  is  exactly  why  we 
have  made  the  budget  request  that  we  have  made,  even  in  the 
stimulus  package,  because  we  wanted  to  jump  start  this  activity. 
And  certainly  in  1994 

Mr.  MoLLOHAN.  You  do  jump  start  it? 

Secretary  Brown.  Yes,  we  do.  We  are  talking  about  $54  million 
in  1994,  going  to  $150  million  in  1995.  So  we  do  see  ourselves  and 
NTIA  specifically  playing  an  increasingly  important  role  in  devel- 
oping this  information  superhighway. 

Mr.  MoLLOHAN.  In  the  stimulus  package.  Commerce's  emphasis 
seemed  to  be  on  funding  proposals  already  in  the  pipeline.  With 
regard  to  this  new  NTIA  program,  it  strikes  me  that  there  are  ad- 
vantages and  disadvantages  to  funding  proposals  in  the  pipeline. 

The  historic  disposition  of  NTIA  has  been  toward  traditional 
PTFP  grants.  Don't  you  believe  that  many  of  the  good  ideas  for  in- 
formation highways  are  not  currently  sitting  in  the  NTIA  pipeline? 
Do  you  agree  that  with  a  new  program  like  this,  there  are  distinct 
advantages  to  going  out  with  a  new  RFP? 

Secretary  Brown.  There  are.  And  the  1994  request  is  for  new 
programs.  It  is  separate  from  the  current  PTFP  program.  The  new 
program  will  focus  on  expanding  our  activities,  not  only  to  include 
education,  but  to  include  health  care  and  public  information,  as 
well  as  evolving  technological  areas  such  as  digital  libraries. 

So  we  are  looking  to  new  efforts,  many  of  which  are  not  in  the 
pipeline  as  was  the  case  in  the  stimulus  program. 

Mr.  Mollohan.  Will  you  be  going  out  with  an  RFP  for  the 
money  requested  by  NTIA  in  the  stimulus  package? 

Secretary  Brown.  A  second  RFP  this  year. 

Mr.  Mollohan.  As  well  as  for  money  that  you  are  requesting  for 
1994? 

Secretary  Brown.  That  is  correct. 

Mr.  Mollohan.  Will  all  the  money  go  to  the  proposals  from  the 
new  RFPs  or  will  any  money  go  to  proposals  in  the  pipeline? 

Secretary  Brown.  I  will  have  to  check  what  is  in  the  pipeline, 
but  I  know  we  are  going  out  with  another  RFP  process. 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Moran? 

Mr.  Moran.  If  I  could  ask  some  follow-up  questions  on  that  very 
subject. 

I  was  also  struck  by  the  fact  that  you  are  doubling  the  budget  for 
NTIA,  but  yet  we  have  no  regulations  ready.  I  don't  know  that  we 
even  know  whether  we  are  going  to  make  it  100  percent  publicly 
financed,  or  whether  it  is  going  to  be  a  public/ private  venture. 

The  thing  that  I  have  the  most  question  about  is,  it  seems  the 
emphasis  is  on  the  connections  with  the  hospitals  and  the  schools 
and  the  universities  and  libraries  and  so  on,  but  not  as  much  on 
the  hub,  the  actual  switching  station. 

The  Library  of  Congress  seems  to  be  envisioned  as  the  principal 
source  of  this  information.  But  I  don't  know  how  the  Library  of 
Congress  could  accomplish  that,  even  physically  or  with  the  person- 
nel it  has. 

Have  you  considered  the  development  of  a  NAGL  Technology 
Center  which  would  be  the  hub,  the  switching  station  for  this  infor- 
mation highway? 
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Secretary  Brown.  Well,  let  me  respond  first  to  your  earlier  ques- 
tions about  the  match.  It  is  usually  a  50/50  match,  but  can  go  as 
high  as  a  75/25  match.  We  need  new  legislation  next  year,  and 
that  probably  ought  to  require  a  match. 

Mr.  MoRAN.  So  that  the  1994  money  is  going  to  implement  the 
newly  legislated  program,  and  can't  be  spent  until  we  get  that  new 
authorization? 

Secretary  Brown.  Yes,  we  can  spend  the  stimulus  money  under 
existing  legislation  however,  we  need  additional  authorizing  legisla- 
tion to  spend  the  money  that  we  are  requesting  after  the  fiscal 
year  1994  starts.  We  need  new  legislation  in  order  to  expand  the 
program  to  be  able  to  award  grants  to  include  not  only  education, 
but  also  health  care  entities. 

Mr.  Moran.  For  fiscal  year  1995? 

Secretary  Brown.  Yes. 

Mr.  Moran.  Now,  how  about  the  National  Technology  Center 
concept.  Are  you  talking  about  the  Library  of  Congress  being  the 
hub  for  this  information  highway,  the  switching  station,  if  you  will, 
or  what — how  are  you  going  to  develop  the  actual  switching  station 
as  opposed  to  the  connections  with  the  hospitals  and  the  universi- 
ties? 

Secretary  Brown.  Well,  we  are  not  considering  the  Library  of 
Congress  an  option.  And  the  hub  concept  is  not  yet  a  part  of  our 
decision-making.  We  think  that  it  is  something  that  clearly  has  to 
be  explored.  I  think  we  are  moving  off  into  new  ground  here,  which 
is  going  to  take  some  new  and  creative  thinking,  and  we  are  in  the 
process  of  doing  just  that  kind  of  thinking. 

Mr.  Moran.  Okay.  We  had  some  concern  over  the  stimulus  pack- 
age, how  we  are  going  to  be  able  to  fund  all  that  effectively  without 
much  of  the  structure  being  in  place. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Did  you  have  another  question? 

Mr.  Taylor.  No,  Mr.  Chairman. 

Mr.  Smith.  Well,  as  you  can  see,  this  committee  is  very  interest- 
ed in  the  Department  of  Commerce,  and  I  think  it  has  been  a  very 
productive  session.  I  just  have  a  couple  of  comments  on  some 
things  that  were  brought  up. 

One,  with  regard  to  cutbacks  in  defense-related  industries  and 
bases,  as  one  who  has  been  through  both,  the  loss  of  an  aircraft 
engine  factory  and  the  loss  of  a  base,  if  the  land  can  be  transferred 
readily,  and  it  usually  can't,  the  loss  of  a  base  isn't  all  that  much 
of  a  loss. 

What  is  really  the  loss  is  when  you  lose  jobs  in  a  production  in- 
dustry. You  don't  have  anything  to  offset.  But  we  do  need  to  do 
something  about  getting  that  land  transferred  out  there  to  where  it 
can  get  into  productive  use  more  rapidly. 

With  regard  to  these  defense  plants,  as  we  brought  up  before, 
they  are  all  over  the  United  States;  they  are  not  identifiable.  They 
are  in  every  community  in  the  United  States,  because  they  have 
been  assembling  components,  just  like  private  industry  has. 

With  regard  to  access  to  capital,  I  have  been  on  the  Small  Busi- 
ness Committee  for  27  years  and  was  involved  in  some  small  busi- 
nesses before  I  came  here.  And  I  can  tell  you  that  three  out  of  four 
of  the  companies  are  high  risk  when  they  start,  and  three  out 
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of  four  of  them  fail.  The  ones  that  become  successful  and  employ 
people  in  any  significant  numbers  have  been  high-risk  companies. 

People  hesitate  to  go  into  a  high-risk  investment  where  they  are 
going  to  pay  a  substantial  percentage  in  taxes  when  they  sell  it  5 
or  20  years  down  the  road,  if  they  have  to  pay  taxes  on  the  infla- 
tion that  is  represented  in  that  sale  price. 

What  I  am  getting  at  is,  if  we  are  going  to  encourage  people  to 
make  high-risk  investments  on  a  long-term  basis,  we  are  going  to 
have  to  index  capital  gains.  It  is  just  essential.  I  know  that  a  lot  of 
people  don't  understand  that  and  disagree  with  it.  As  a  matter  of 
fact,  a  lot  of  Democrats  do.  But  you  just  have  to  index  capital  gains 
if  you  are  going  to  encourage  people  to  make  long-term  invest- 
ments. 

Now,  they  will  make  short-term,  you  know,  a  year  or  two  or 
three,  but  that  isn't  what  we  need.  We  need  some  people  to  go  into 
some  of  these  high-risk  areas  that  have  some  good  ideas. 

But  anyway,  as  is  apparent  here,  this  subcommittee  will  cooper- 
ate with  you  in  every  way  we  can,  and  we  do  appreciate  you 
coming. 

Secretary  Brown.  Thank  you  very  much.  Congressman  Smith, 
Mr.  Chairman,  and  members  of  the  committee.  It  has  been  a  pleas- 
ure and  an  honor  for  me  to  appear  before  you  today. 

Before  I  leave,  I  notice  that  I  neglected  to  introduce  some  of  my 
staff  that  was  so  instrumental  in  helping  us  put  together  our  pres- 
entation today.  I  think  Sheila  Anthony  is  still  here,  who  the  Presi- 
dent has  expressed  his  intention  to  nominate  as  Assistant  Secre- 
tary of  Commerce  for  Legislation  and  Intergovernmental  Affairs. 

Leslie  Doggett,  who  is  sitting  in  the  front  row,  who  has  done  a 
truly  outstanding  job  with  US'TTA.  She  runs  travel  and  tourism  for 
the  City  of  New  York,  and  I  am  trying  to  twist  her  arm  and  con- 
vince her  to  stay  with  us  in  a  very  high-level  position  at  the  Com- 
merce Department. 

Loretta  Young,  who  is  running  our  MBDA  program,  and  Joyce 
Walker,  who  has  been  instrumental  in  helping  us  put  together  our 
budget  presentation.  I  didn't  want  them  to  go  unrecognized. 

But  thank  you  very  much  for  the  opportunity  to  appear  before 
you. 

Mr.  Smith.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 


169 


Questions  Submitted  by  Congressman  Smith 

DEPARTMENT  OF  COMMERCE 

SECRETARY  OF  COMMERCE 

Manufacturing  Outreach 

QUESTION: 

You  are  requesting  an  increase  under  the  National 
Institute  of  Standards  and  Technology  (NIST)  for  what  had 
been  called  the  Manufacturing  Technology  Centers.  Your 
FY  1994  initiative  refers  to  the  Manufacturing  Extension 
Partnership  (MEP)  Program.  Please  briefly  explain  for 
the  Subcommittee  the  fundamentals  of  the  MEP  program  — 
how  many  additional  centers  would  be  funded  (in  FY  1994 
and  beyond) ,  where  would  these  centers  be  located,  how 
would  state  and  local  governments  be  involved,  and  what 
would  be  the  delivery  mechanism  for  conducting  the 
manufacturing  outreach? 

a.  To  what  extent  will  these  proposed  centers  rely  on 
existing  Federally-supported  programs  to  deliver  the 
manufacturing  assistance? 

b.  What  steps  are  you  taking  to  avoid  duplication  of 
existing  business  assistance  delivery  systems  in 
developing  your  MEP  proposals? 

c.  Is  your  proposal  consistent  with  the  legislation 
being  considered  by  the  Science  and  Technology 
Committee  for  technology  promotion  assistance 
programs?   If  not,  what  are  the  differences? 

ANSWER: 

The  Manufacturing  Extension  Partnership  (MEP)  consists  of 
the  following  components: 

Manufacturing  Technology  Centers  (MTCs) .  The 
existing  seven  MTCs  provide  us  with  a  good  base  of 
understanding,  and  their  diversity  illustrates  our 
commitment  that  each  MTC  will  be  locally-defined  and 
be  structured  to  suit  the  actual  needs  of  the  region 
it  serves.  Future  MTCs  will  be  located  where  there 
are  substantial  concentrations  of  manufacturing 
firms. 

Manufacturing  Outreach  Centers  (MOCs) .  The  MOCs 
will  offer  a  range  of  services  similar  to  those 
provided  by  MTCs,  but  they  will  be  smaller  and  will 
serve  regions  with  lower  concentrations  of 
manufacturers.  At  present  there  is  no  funding  for 
MOCs,  but  we  have  tested  the  concepts  in  regional 
offices  established  by  some  of  the  present  MTCs. 
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The  MOCs  will  be  built  primarily  on  existing 
organizations . 

State  Technology  Extension  Program  (STEP) .  We 
foresee  expanding  STEP  so  it  can  provide  funding 
under  cooperative  agreements  to  states  which  make 
sound  proposals  to  build  or  strengthen  an  industrial 
extension  infrastructure.  We  also  think  it  is 
important  to  help  states  obtain  the  technical 
support  they  need,  and  to  build  linkages  with  other 
states  in  their  regions  for  joint  industrial 
extension  activities. 

Networking  and  other  linkage  mechanisms  (LINKS) .  An 
effective  nationwide  extension  program  rec[uires 
systematic  approaches  to  communication  among  service 
providers  (centers) ,  organized  access  to  technology 
sources,  uniform  training  of  field  agents  and 
uniform  evaluation  of  the  effectiveness  of  the 
services  provided  to  client  firms. 

The  MTCs  and  MOCs  will  be  selected  based  on  merit  in 
an  open  competitive  process,  as  has  been  done  in  the 
previous  three  competitions  for  MTCs.  NIST  has  used 
the  Manufacturing  Studies  Board  of  the  National 
Academies  of  Sciences  and  Engineering  to  perform 
technical  reviews  of  all  the  proposals.  These 
reviews  are  published  for  the  benefit  of  all 
proposers.  Our  selection  criteria  require  that 
proposers  demonstrate  close  linkages  with  state  and 
local  economic  development,  industrial  extension, 
and  related  organizations.  The  proposers  define  the 
delivery  mechanisms  they  believe  to  be  most 
effective  for  their  target  population.  NIST 
encourages  potential  proposers  to  review  the 
approaches  that  have  been  successful  at  other 
centers,  and  in  fact  in  most  cases  during  the 
proposal  preparation  process,  proposers  visit 
existing  centers  to  learn  about  their  experiences. 

a.  The  centers  must  form  close  linkages  with  existing 
Federally-supported  programs,  both  for  extension  and 
as  technology  sources.  There  are  strong  working 
relationships  with  the  national  laboratories,  for 
example. 

b.  MTCi.  work  closely  with  Small  Business  Development 
Centers,  and  in  some  cases  have  co-located 
personnel .  We  have  found  that  when  working  with  a 
small  or  medium  sized  company  on  a  technology  issue, 
they  also  need  help  with  management,  workforce 
organization  and  training,  shop  floor  layout  and 
materials  flow,  financing  and  business  guidance,  and 
related  matters.  The  MTCs  provide  access  to  these 
services  through  linkages  with  other  organizations, 
thereby  giving  the  client  firm  a  "one  stop  shopping" 
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interface   while   avoiding   the   duplication   of 
services.   This  has  worked  well. 

c.  Our  plans  are  consistent  with  the  legislation  being 
considered  by  the  Science  and  Technology  Committees. 
The  results  of  our  experience  match  the  thinking  of 
the  drafters  of  S.4  and  H.R.820  in  terms  of  design 
of  the  nationwide  system,  and  DoC  fully  supports  the 
parts  of  those  bills  which  deal  with  manufacturing 
extension. 

QUESTION: 

The  FY  1993  Defense  Appropriations  Act  included  $1.2 
billion  for  defense  conversion  efforts.  I  understand 
that  some  of  these  funds  (up  to  $125  million)  will  be 
used  to  initiate  some  form  of  the  Manufacturing  Extension 
Program.  You  say  in  your  statement  that  programmatic 
details  have  not  been  finalized,  but  could  your  describe 
for  us  your  recommendations  on  how  these  FY  1993  funds 
should  be  used? 

a.  What  steps  will  you  take  to  assure  that  the  FY  1993 
DoD  funds  are  not  used  in  a  way  that  undermines  the 
Commerce  plans  for  an  expanded  manufacturing 
outreach  program? 

b.  Will  NIST  have  a  direct  role  in  administering  the  FY 
1993  funds?  If  so,  will  additional  administrative 
support  costs  be  covered  from  within  the  defense 
conversion  funds? 

ANSWER: 

The  technology  portion  of  the  FY  1993  defense  conversion 
appropriation  is  being  m.anaged  by  an  interagency  working 
group  consisting  of  DOC/NIST,  DOD/ARPA,  DOE/DP,  NSF,  and 
NASA,  chaired  by  ARPA  since  it  is  their  appropriation. 
NIST  has  played  a  key  role  in  defining  the  programs, 
selection  criteria,  and  illustrative  examples  for  the 
technology  deployment  part  of  this  program  (which 
includes  all  the  manufacturing  extension  activities) . 
The  competition  for  these  programs  is  being  managed  tsy 
the  interagency  working  group  up  through  the  selection  of 
winners.  Each  selected  proposal  will  be  assigned  to  one 
of  the  participating  agencies  for  contracting  and 
management.  Because  NIST  has  significant  experience  in 
manufacturing  extension,  I  expect  that  the  many  of  the 
winning  manufacturing  extension  proposals  will  be 
assigned  to  NIST  for  contracting  and  management.  In 
addition,  other  appropriate  projects  will  be  assigned  to 
NIST. 

a.  In  the  area  of  technology  deployment  the  interagency 
working  group  has  designed  the  programs,  selection 
criteria,  and  illustrative  examples  to  assure  that 
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no  conflict  will  be  created  with  the  planned 
Commerce  programs.  This  has  been  a  conscious  and 
focused  effort,  and  NIST  believes  it  will  be 
successful . 

b.  NIST  will  have  a  major,  direct  role  in  administering 
the  FY  1993  funds.  While  no  formal  agreement  has 
yet  been  executed  to  this  effect,  we  expect  that  the 
management  costs  for  this  program  will  be  covered 
from  within  the  defense  conversion  funds. 


Economic  Development 

QUESTION: 

You  indicate  in  your  statement — as  you  did  at  the  hearing 
on  the  economic  stimulus  package — that  the  Economic 
Development  Administration  will  be  a  "cornerstone"  for 
the  Commerce  Department,  and  that  you  seek  to 
"reinvigorate"  EDA  to  carry  out  its  expanded  mission. 
What  management  changes  will  be  necessary  to  achieve  this 
reinvigoration? 

a.  For  the  past  few  years,  this  subcommittee  has 
earmarked  funds  in  the  bill  for  maintaining  the 
49  economic  development  representative  (EDR) 
positions  nationwide.  Have  you  had  an 
opportunity  to  examine  the  role  of  the  EDRs, 
and  do  you  propose  to  continue  support  for 
these  positions? 

b.  The  Subcommittee  denied  a  proposed  reorgani- 
zation of  EDA  earlier  this  year,  preferring  to 
wait  for  the  new  Administration  to  come  in  and 
take  a  look  at  any  necessary  organizational 
changes.  Have  you  had  an  opportunity  to 
examine  EDA's  organization,  and  do  you  plan  to 
resubmit  the  proposed  reprogramming? 

ANSWER: 

Over  the  next  several  months,  the  Department  will  conduct 
a  review  of  EDA's  mission,  programs,  resource  allocation, 
and  authorizing  legislation  to  determine  what,  if  any, 
changes  are  necessary  to  more  effectively  and  efficiently 
carry  out  the  President's  economic  policies.  At  the 
conclusion  of  that  review,  the  Department  will  submit  any 
legislative  proposals  or  reprogrammings  needed  to  make 
the  necessary  changes. 

a.  As  part  of  our  review,  we  will  examine  the  role 
of  the  EDRs.  At  this  time,  however,  the 
Department  plans  to  continue  to  support  the  49 
Economic  Development  Representative  (EDR) 
positions. 
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b.  Once  a  new  Assistant  Secretary  for  Economic 
Development  is  in  place,  EDA  will  determine  if 
the  reprogramming  to  consolidate  the  Credit  and 
Debt  Management  Division  with  the  Liquidation 
Division  and  the  Planning  Division  with  the 
Technical  Assistance  and  Research  Division  will 
be  resubmitted. 

QUESTION: 

A  major  emphasis  of  your  economic  development  proposal  is 
defense  conversion.  The  Congress  provided  $50  million  in 
FY  1991  and  $80  million  in  FY  1993  under  Defense 
Appropriations  Acts  for  similar  purposes,  and  most  of 
these  funds  have  not  yet  been  obligated.  How  does  the 
program  you  are  including  in  the  Commerce  requests — both 
FY  1994  and  in  the  FY  1993  stimulus  package — differ  from 
the  funding  currently  available  to  EDA  for  defense 
conversion? 

ANSWER: 

A  few  comments  on  the  obligation  of  FY  1991  and  FY  1993 
defense  conversion  funds  are  necessary  to  dispel  concerns 
that  EDA  is  not  moving  quickly  to  get  those  funds  out. 
First,  EDA  received  the  $50  million  in  February  1992, 
some  17  months  after  the  beginning  of  fiscal  year  1991; 
the  next  installment  of  $80  million  was  received  in  EDA 
in  March  1993,  some  six  months  after  the  beginning  of 
fiscal  year  1993.  Second,  to  date,  the  major  emphasis  of 
the  defense  conversion  initiative  for  communities 
affected  by  base  closings  has  been  base  reuse  activities. 
By  their  nature,  the  development  of  such  projects  is  very 
time  consuming.  Even  with  these  delays,  EDA  has  now 
obligated  $22  million  and  is  reviewing  proposals 
totalling  an  additional  $39.6  million. 

In  contrast,  the  funding  requested  for  FY  1994  will  not 
be  limited  to  base  conversion  activities,  rather  it  will 
be  used  to  help  communities  develop  other  special 
economic  adjustment  projects  that  are  needed  to  respond 
to  a  variety  of  defense/economic  dislocation  events. 
Examples  of  projects  we  are  reviewing  include  the 
following: 

•  revolving  loan  fund  programs  that  assist  defense- 
dependent  business  to  diversify  and  retain 
employment  or  hire  displaced  defense 

workers ; 

•  construction  of  water  lines  and  a  reservoir  to 
serve  former  defense  contract  firms  currently 
on  well  water  and  unable  to  expand; 

•  building  renovation,  equipment  and  training 
for  an  Indian-owned  defense  contractor  to 
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enable  the  company  to  pursue  non-defense 
contracts; 

provide  public  works  improvements  and  technical 
assistance  to  a  community  impacted  by  the 
reduction  of  operations  at  a  Department  of 
Energy  facility. 


Advanced  Technology  Program 

QUESTION: 

You  mention  that  you  are  proposing  an  increase  of  $132 
million  in  the  Advanced  Technology  Program  (ATP)  under 
NIST  —  to  bring  the  program  up  to  a  $200  million  in  FY 
1994.  Are  any  particular  changes  in  the  focus  of  the 
program  being  proposed  for  FY  1994? 

ANSWER: 

The  ATP  will  not  make  any  major  changes  in  its  scope  or 
focus.  The  increased  funds  will  be  primarily  used  to 
hold  multiple  competitions  per  year  including  at  least 
two  that  are  open  to  proposals  in  all  areas  of  pre- 
competitive  generic  technology  development.  Some  of  the 
funds  will  also  be  used  to  support  a  series  of 
technology-specific  competitions.  NIST  will  work  with 
industry  and  other  parts  of  the  federal  government  to 
define  broad  technology  areas  for  these  competitions, 
taking  into  account  information  gleaned  from  past  program 
experience.  The  focus  will  be  on  broad  technology  areas 
that  have  significant  potential  for  enhancing  long-term 
U.S.  economic  growth  and  employment.  The  increase  would 
enable  nearly  120  additional  new  projects  to  be  funded  in 
FY  1994.  In  the  first  3  years  of  the  ATP,  60  projects 
were  initiated. 

QUESTION: 

You  cite  some  ATP  "success  stories"  in  your  prepared 
statement.  What  mechanisms  exist  for  the  evaluation  of 
ATP  grant  recipients  —  how  can  Commerce  ensure  that 
taxpayers  are  seeing  some  return  on  their  investment  in 
commercializing  new  technologies?  Can  that  return  be 
measured  in  terms  of  job  creation? 

ANSWER: 

The  ATP  has  implemented  a  comprehensive  plan  for 
evaluation  that  consists  of  the  following  four  elements: 
(1)  monitoring  the  operational  effectiveness  with  which 
the  ATP  is  administered;  (2)  developing  statistics  on 
applicants,  recipients,  technologies,  and  projects; 
(3)  tracking  short-to-medium  term  impacts  of  funded 
projects;  and  (4)  measuring  long-term  impacts  of  funded 
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projects.  The  first  element  of  the  plan  ensures  a  well- 
run  program  by  making  sure  that  the  activities  are  well 
matched  to  the  mission,  and  that  the  activities  are 
carried  out  in  an  efficient,  effective  manner.  The 
second  element  of  the  plan  provides  the  overview  required 
for  strategic  management  and  to  ensure  that  the  program 
complies  with  specific  legislative  directives,  such  as 
appropriate  participation  of  small  businesses.  The  third 
element  of  the  plan  enables  ATP  to  assess  scientific  and 
business  developments  over  the  lives  of  the  projects,  to 
determine  if  the  proje.cts  are  on  track;  and  to  take 
quick,  appropriate  corrective  action  if  they  are  not. 
The  fourth  element — which  cannot  be  implemented  until 
projects  complete  the  R&D  stage — will  allow  ATP  to  assess 
the  long-term  success  of  individual  projects,  including 
long-term  employment  effects.  These  four  elements  of 
program  evaluation  are  carried  out  primarily  through 
analysis  of  internal  data,  company  quarterly  reports, 
third-party  interviews  and  surveys,  and  detailed  case 
studies. 

Some  early  results  are  available  on  employment  effects: 
65%  of  first-competition  award  recipients  attributed  the 
hiring  of  additional  scientists,  engineers,  and 
technicians  to  receipt  of  the  ATP  award,  and  3  5% 
attributed  the  retention  of  such  jobs  that  otherwise 
would  have  been  lost.  In  the  current  R&D  phase  of  the 
projects,  the  primary  employment  effect  of  the  ATP  is  on 
R&D  personnel.  Much  larger  and  broader  employment 
impacts  are  expected  as  projects  move  into  the 
commercialization  phase,  at  which  time  workers  will  be 
needed  to  meet  requirements  for  production  capability  and 
wholesale  and  retail  distribution  networks. 

Although  not  all  of  the  projects  funded  will  achieve 
their  full  commercial  potential,  the  commercial  success 
of  even  a  few  of  the  ATP-funded  projects  has  the 
potential  to  compensate,  many  times  over,  for  those  that 
do  not  fully  succeed.  Commercial  success  will  mean  new- 
to-the-world  and  improved  products  and  processes;  new  and 
expanded  companies,  industries,  and  markets;  and  the 
generation  of  jobs  and  tax  revenue.  The  plan  in  place 
will  allow  us  to  measure  the  average  return  to  taxpayer 
investment. 

In  addition  to  its  evaluation  efforts,  the  ATP  has  a 
number  of  built-in  features  in  the  selection  and 
oversight  process  that  also  help  to  ensure  efficiency  and 
effectiveness  in  the  program,  and  to  guard  against  waste 
to  the  taxpayer.  Only  projects  are  funded  that  have  a 
high  potential  for  very  large  and  wide-spread  benefits 
for  the  U.S.  Projects  are  conceived  and  carried  out  by 
companies  that  share  the  costs  and  have  a  vested  interest 
in  the  success  of  the  projects.  Selection  of  projects 
for  funding  is  based  on  a  fair  and  rigorous  review  by 
technical  experts  and  private  sector  business  experts  to 
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ensure  that  only  projects  that  have  both 
scientific/technical  merit  and  business  merit,  including 
a  strategy  for  timely  commercialization,  are  funded.  ATP 
monitors  project  developments  on  an  on-going  basis; 
extensive  procedures  are  in  place  for  the  timely  audit  of 
projects;  and  it  is  possible  to  terminate  projects 
quickly  if  satisfactory  progress  is  not  made. 

QUESTION: 

I  note  that  in  your  statement,  you  refer  to  changes  in 
trade  and  procurement  policies  that  will  help  establish 
"a  more  fertile  environment  for  innovation  and 
investment".  What  are  these  changes  that  you  are 
supporting,  and  how  will  the  Commerce  Department  be 
involved  in  the  implementation  of  these  changes?  How 
will  these  proposals  specifically  relate  to  the  Advanced 
Technology  Program? 

ANSWER: 

With  regard  to  the  impact  on  ATP  of  a  more  fertile 
innovation  and  investment  environment,  it  is  expected 
that  an  improved  environment  would  increase  the  success 
of  the  program.  The  ATP  provides  funds  on  a  cost-shared 
basis  to  companies  for  development  of  innovative  high- 
risk  technologies  that  could  be  incorporated  into  many 
products,  services,  or  end-use  applications.  ATP  funding 
ends  before  specific  product  development  and  commercial 
applications  begin.  To  the  extent  that  the  general 
investment  environment  is  improved  through  the  adoption 
of  R&E  tax  credits  and  other  macroeconomic  initiatives, 
ATP  award  recipients  will  find  it  much  easier  to  obtain 
capital  needed  to  finance  specific  product  development, 
manufacturing,  and  commercialization  of  the  technologies 
that  were  developed  with  the  partial  support  of  the  ATP. 

The  International  Trade  Administration  develops  policy  to 
address  international  trade  barriers;  conducts  outreach 
programs  to  promote  U.S.  exports;  and  monitors  foreign 
compliance  with  U.S.  trade  laws  and  international 
agreements,  seeking  remedial  actions  when  foreign 
violations  occur.  By  strengthening  domestic  industry, 
U.S.  firms  will  be  able  to  compete  more  effectively  in 
the  overseas  markets.  To  highlight  ongoing  major 
activities,  we  will  continue  to  support  and  participate 
in  the  Uruguay  Round  of  GATT  negotiations;  expansion  of 
the  GATT  Government  Procurement  Agreement  which  will  open 
multi-billion  dollar  procurement  markets  in  signatory 
countries  (e.g.,  the  European  Community,  EFTA,  Japan, 
Canada,  Israel,  Hong  Kong  and  Singapore)  to  U.S. 
suppliers;  supplemental  agreements  to  NAFTA;  negotiations 
regarding  proposed  free  trade  agreements  with  Latin 
American  countries;  continual  monitoring  and  negotiations 
with  the  Government  of  Japan;  and  promotion  of  market 
reforms  in  the  Newly  Independent  States   (NIS)   of  the 
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former  Soviet  Union.  Through  our  outreach  programs  and 
business  information  centers,  U.S.  firms  are  provided 
with  the  latest  information  on  trade  and  investment 
opportunities  throughout  the  world. 


Weather  Service  Modernization 

QUESTION: 

Current  authorization  for  the  weather  service 
modernization  program  requires  certification  of  the 
performance  of  new  weather  stations  to  occur  before  "old" 
stations  can  be  phased  back.  Have  you  reviewed  this 
requirement  --  this  very  expensive  requirement  —  and 
will  you  make  any  recommendations  to  the  authorizing 
committees  to  modify  the  certification  requirement? 

ANSWER: 

Current  authorization  for  the  weather  service 
modernization  program  does  not  require  certification  of 
the  performance  of  new  weather  stations  to  occur  before 
"old"  stations  can  be  phased  back.  Public  Law  (P.L.) 
102-567  requires  that  the  Secretary  of  Commerce  certify 
that  the  services  will  not  be  degraded  in  the  affected 
service  area  of  an  "old"  station  (field  office)  as  a 
result  of  closing,  consolidating,  automating,  or 
relocating  an  "old"  station  (field  office). 

The  National  Weather  Service  (NWS)  has  conducted  an 
extensive  review  of  the  impacts  of  P.L.  102-567.  The  NWS 
National  Implementation  Plan  describes  a  two-staged 
approach  to  the  Transition.  Stage  I  involves  the 
implementation  of  ASOS  and  NEXRAD.  As  this  stage 
progresses,  relocation,  automation,  and  consolidation 
certifications  will  occur.  Staffing  will  be  reduced  at 
field  offices,  specifically  Weather  Service  Offices,  but 
in  keeping  with  P.L.  102-567,  no  office  will  be  closed 
prior  to  January  1,  1996.  Stage  II  involves  the 
implementation  of  AWIPS  and  as  this  stage  progresses,  and 
after  January  1,  1996,  closure  certifications  will  occur. 

P.L.  102-567  may  result  in  an  increase  in  cost  of  as  much 
as  $60  million  to  the  transition.  These  costs  result 
primarily  from  an  overall  projected  program  delay  coupled 
with  individual  delays  associated  with  Stage  I 
relocation,  automation,  and  consolidation  certifications. 
The  overall  program  delay  results  from  the 
pre-certification  requirements  of  the  law:  review  of  the 
modernization  criteria  by  the  National  Research  Council, 
publishing  the  proposed  modernization  criteria  in  the 
Federal  Register,  review  of  comments  and  consultation 
with  the  Modernization  Transition  Committee,  and 
establishment  of  the  Modernization  Transition  Committee. 
All  of  these  activities  must  be  completed  prior  to 
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October  29,  1993.  Allowing  for  these  additional 
requirements  to  be  implemented  up  front  will  cause  the 
NWS  to  keep  non-NEXRAD  offices  open  longer  and  to  hold 
augmentation  staff  longer  than  originally  planned,  thus 
adding  to  the  cost  of  the  overall  program. 

Five  months  have  passed  since  P.L.  102-567  was  enacted. 
During  this  time  considerable  progress  has  been  made  on 
meeting  the  pre-certification  requirements.  The  National 
Research  Council  is  completing  its  review  of  the 
modernization  criteria  and  the  Charter  for  the 
Modernization  Transition  Committee  is  in  the  approval 
process.  The  Administration  does  not  anticipate 
recommending  any  modifications  to  the  certification 
requirements  at  this  time. 

QUESTION: 

You  are  asking  for  an  increase  of  $217  million  for  the 
modernization  program  in  FY  1994,  which  you  say 
represents  the  "high  water  mark"  in  NWS  modernization 
funding.  What  are  the  projected  outyear  costs  of  this 
program,  which  specific  pieces  of  the  request  decline 
after  FY  1994,  and  what  will  be  the  impact  on  the 
program  if  the  full  request  is  not  provided? 

ANSWER: 

FY  1994  is  the  "high  water  mark"  of  modernization 
funding.  As  can  be  seen  in  the  attached  table,  the 
overall  requirement  for  weather  service  modernization 
declines  by  approximately  $96  million  dollars  in  FY  1995 
and  by  an  average  of  $134  million  for  each  year  during 
the  period  FY  1996  -  1998  when  compared  to  the  FY  1994 
request.  This  reduction  is  due  to  "spin-down"  of  three 
major  modernization  programs:  NEXRAD,  Weather  Forecast 
Office  Construction,  and  ASOS.  Also,  in  this  current 
schedule,  both  MARDI  and  AWIPS/NOAAPort  will  begin  their 
"spin-downs"  in  FY  1998. 

The  President's  request  represents  the  absolute  minimum 
funding  required  to  continue  the  modernization  according 
to  current  plans  and  contracts.  Should  full  funding  for 
these  programs  not  be  provided  in  FY  1994,  the  resulting 
slip  in  delivery  schedules  for  major  systems  associated 
with  the  NWS  modernization  effort  will  result  in  major 
outyear  costs  (a  renegotiation  of  the  NEXRAD  contract  by 
itself  has  been  estimated  at  over  $200  million  of 
increased  costs  to  the  program) ,  an  out-of-phase  schedule 
which  would  have  weather  offices  completed  with  no 
equipment  or  personnel,  delay  in  the  delivery  of  benefits 
to  the  Nation  of  already  proven  superior  weather 
monitoring  and  forecasting  equipment,  and  increased  costs 
associated  with  maintaining  outmoded  and  failing 
equipment  until  replacements  arrive. 
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WEATHER  SERVICE  MODERNIZATION 
($000S) 


Program 
NEXRAD 
WFOs 
ASOS 
AWIPS 
Class  VII 
MARDI 
GOES 
POLAR 
Total 


FY  1993 
Approp. 

$84,516 

49,295 

18,000 

23,779 

7,826 

23,316 

118,000 

148.432 

473,164 


FY  1994 
Request 

$123,545 

62,784 

18,135 

43,564 

14,600 

75,813 

182,746 

162.099 

683,286 


FY  1995 

$56,641 

14,739 

9,965 

46,550 

13,874 

84,895 

151,558 

209.118 

587,340 


FY  96-98 

$79,359 

6,200 

15,420 

248,635 

33,350 

188,865 

309,949 

766.692 

1,648,470 
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Administrative  Savings 


QUESTION: 


You  mentioned  in  your  statement  that  the  FY  1994  request 
includes  a  reduction  of  more  than  900  FTE  below  the 
Department's  total  FTE  level  for  1993.  How  are  you  able 
to  accommodate  such  a  large  reduction  in  FTE  while 
experiencing  growth  in  other  programs? 

ANSWER: 

The  FTE  reductions  were  taken  through  a  combination  of 
actions  including  eliminating  unneeded  FTE  due  to 
completion  of  the  1990  census,  reducing  PTO  FTE  based  on 
revised  requirements,  eliminating  FTE  no  longer  required 
for  reimbursable  programs  and  eliminating  FTE  associated 
with  program  reductions.  The  balance  of  the  FTE  were 
taken  out  as  across  the  board  cuts  in  areas  not  included 
in  the  President's  investment  programs. 

QUESTION: 

Will  passage  of  the  economic  stimulus  supplemental  impact 
your  planned  FTE  reductions? 

ANSWER: 

Passage  of  the  economic  stimulus  supplemental  will  not 
impact  the  Department's  planned  FTE  reductions.  The 
Department's  FTE  reductions  were  based  on  the  assumption 
that  the  FTE  required  to  implement  the  stimulus  proposal 
be  found  within  the  Office  of  Management  and  Budget  1993 
FTE  allocation.  New  FTE  for  the  stimulus  supplemental 
are  principally  available  from  redirection  of 
reimbursable  FTE. 

QUESTION: 

What  will  happen  if  your  assumptions  on  reimbursable  FTE 
do  not  materialize? 

ANSWER: 

The  Department  anticipates  reducing  its  reimbursable  FTE 
substantially  in  1994  (approximately  561) .  With  the  new 
priorization  within  the  Department,  we  feel  that  the 
Department  will  be  able  to  achieve  this  reduction. 

QUESTION: 

This  Committee  had  to  take  some  rather  serious  reductions 
to  some  of  the  Commerce  Department's  base  programs  in 
order  to  live  within  our  funding  allocations  for  FY  1993. 
Were  these  previous  reductions  to  your  base  taken  into 
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account  in  developing  the  administrative  cuts  you  are 
proposing  for  FY  1994? 

ANSWER: 

The  1994  administrative  cuts  were  developed  using  the 
1993  enacted  level  as  its  base;  therefore,  previous 
reductions  to  base  were  previously  included  prior  to 
developing  the  administrative  reductions. 


Critical  Vacancies 


QUESTION; 


Although  a  few  names  have  been  discussed  as  potential 
nominees  for  critical  Commerce  Department  under  secretary 
and  assistant  secretary  positions,  we  have  yet  to  see  a 
comprehensive  list  of  Commerce  nominees.  What  is  the 
current  status  of  the  nomination  process  for  the  Commerce 
Department,  and  when  can  we  expect  to  have  policy 
positions  filled  with  Administration  appointees? 

ANSWER: 

The  identification,  selection,  background  investigation 
and  nomination  of  individuals  to  senior  policy  level 
positions  is  a  critically  important  task  for  the 
Administration.  We  are  moving  as  quickly  as  possible 
gien  the  sensitivity  associated  with  appointments  to 
these  positions.  The  Committee  will  be  kept  informed  of 
our  progress  in  nominating  the  best-qualified  individuals 
to  fill  these  positions. 


Trade  Policy 

QUESTION: 

One  of  the  criticisms  (for  lack  of  a  better  word)  of  the 
new  Administration  has  been  over  the  lack  of  defined 
trade  policy.  Your  Department  (as  well  as  the  U.S.  Trade 
Representative  and  the  State  Department)  has  the 
responsibility  for  carrying  out  the  various  pieces  of  the 
Administration's  trade  policy.  One  area  that  would  seem 
to  be  particularly  dependent  on  a  defined  trade  policy  is 
the  Import  Administration  under  the  International  Trade 
Administration . 

a.  How  does  this  lack  of  a  specific  trade  policy 
affect  your  ability  to  make  determinations  on 
antidumping/countervailing  duty  cases,  and  what 
impact  does  the  lack  of  a  defined  policy  have 
on  your  FY  1994  budget  request? 

b.  Will  any  changes  to  your  FY  1994  budget  request 
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be   necessary   once   an   Administration   trade 
position  is  settled? 


ANSWER: 


The  Department  of  Commerce  is  committed  to  strong 
enforcement  of  antidumping  and  countervailing  duty  laws. 
The  trade  policy  of  the  Department  of  Commerce  is  to 
expand  markets  for  U.S.  exports  as  well  as  to  vigorously 
and  fairly  enforce  our  laws  on  unfair  trade  practices. 
Antidumping  and  countervailing  duty  determinations  of  the 
Import  Administration  are  the  result  of  a  highly 
structured  and  transparent  legal  process  in  which  U.S. 
law,  regulations,  decisions  of  the  courts,  and 
administrative  precedents  control  the  outcome.  All 
participants  have  full  access,  frequently  exercised,  to 
U.S.  courts  to  challenge  and  reverse  those  decisions 
which  do  not  conform  to  law,  regulations,  or  prior  court 
decisions  or  Departmental  practice.  Enforcement  of  laws 
on  unfair  trade  practices  is  done  separately  from  any 
trade  policy  development  undertaken  by  the  U.S.  Trade 
Representative . 

Further,   we   are   confident   that   no   changes   will   be 
necessary  in  our  FY  1994  budget. 


International  Trade 
QUESTION: 

Two  weeks  ago,  this  Subcommittee  heard  from  the  new 
Secretary  of  State,  Warren  Christopher.  In  testimony 
delivered  at  that  hearing.  Secretary  Christopher 
indicated  that  the  State  Department  needed  to  get  more 
involved  in  promoting  the  interests  of  U.S.  businesses 
overseas.  Have  you  had  any  discussions  with  Mr. 
Christopher  on  the  appropriate  role  of  the  State 
Department  versus  the  Commerce  Department  in  trade 
promotion  activities? 

a.  What  do  you  see  as  an  appropriate  mix  of 
responsibilities  between  State  and  Commerce? 
Where  would  the  Agency  for  International 
Development  (AID)  fit  in  under  an  ideal 
situation? 

b.  Currently,  some  18  agencies  throughout  the 
Federal  government  are  involved  in  some  aspect 
of  trade  promotion.  The  Trade  Promotion 
Coordinating  Committee  (TPCC)  was  established 
in  1980  to  eliminate  duplication  in  trade 
promotion  programs.  Do  you  feel  the  TPCC  is 
carrying  out  its  intended  purpose,  and  would 
you  favor  moving  the  TPCC  responsibilities  in 
their  entirety  to  the  Commerce  Department  in 
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order  to  provide  more  unified  budget  requests 
for  Federal  trade  promotion  activities? 


ANSWER: 


Yes,  we  are  coordinating  with  the  Department  of  State  and 
other  agencies  in  bring  the  Trade  Promotion  Coordinating 
Committee  (TPCC)  to  full  fruition.  We  look  forward  to 
working  more  extensively  with  State  on  TPCC  and  other 
activities.  A  cabinet-level  meeting  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC)  was  held  on  March 
31,  1993.  State,  of  course,  participated  as  a  TPCC 
member  agency. 

Commerce's  U.S.  and  Foreign  Commercial  Service  posts 
provide  excellent  support  for  U.S  exporters  in  those 
markets  which  collectively  account  for  over  93%  of  the 
market  for  U.S.  exports.  State  supports  exporters  in 
those  countries  where  there  is  no  US&FCS  presence  —  a 
large  number  of  countries  which  have  relatively  limited 
opportunities  for  U.S  firms. 

I  see  two  main  roles  for  State  in  countries  where 
Commerce's  US&FCS  is  present: 

o  Advocacy:  Advocacy  involves  diplomatic  support 
of  US  firms  commercial  interests  —  often 
required  many  times  in  the  context  of  major 
projects  abroad.  US&FCS  officers  are  the  front 
line  for  US  business  on  advocacy  issues, 
identifying  opportunities  and  marshalling  the 
resources  of  the  Ambassador  and  Deputy  Chief  of 
Mission  at  the  right  time  to  weigh  in  on  behalf 
of  US  interests. 

o  Information:  Information  and  reporting  done  by 
other  embassy  sections  are  often  of  interest  to 
the  US  business  community.  Since  the  US&FCS 
has  in  place  a  system  of  information 
dissemination  (through  the  US&FCS  district 
offices  in  the  US,  the  National  Trade  Data 
Bank,  etc.)  the  State  Department  can  work  more 
closely  with  the  Commerce  Department  to  develop 
the  level  of  commercially  valuable  reporting  so 
that  it  is  readily  available  to  US  firms. 

With  respect  to  AID,  let  me  first  say  that  the 
Administration  is  currently  reviewing  all  international 
assistance  programs,  including  AID,  to  re-examine  goals 
and  priorities  and  look  for  appropriate  structures, 
programs  and  resource  allocation  in  the  post  cold  war 
world.   We  will  consult  with  Congress  on  this  review. 

I  do  not  think  it  is  appropriate  for  AID  to  engage  in  the 
same  type  of  trade  promotion  activities  as  Commerce.  We 
each  have  special  strengths.    Instead  of  duplicating 
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Commerce  efforts,  we  hope  that  AID  will  work  with  us 
through  the  TPCC  to  develop  programs  that  complement  our 
activities  overseas,  such  as: 

-  increased  capital  and  infrastructure  lending 
and  tied  aid  credits; 

-  targeted  market  reforms; 

-  promotion  of  local  private  sector  development. 

In  this  way,  the  unique  capabilities  of  AID  and  Commerce 
can  be  brought  together  with  greatest  impact. 

The  Export  Enhancement  Act  of  1992  provided  a  statutory 
basis  for  the  TPCC.  It  also  called  for  the  TPCC  to 
develop  a  strategic  Federal  export  promotion  plan  and  a 
unified  Federal  export  promotion  budget,  and  to  report  to 
Congress  on  these  items  by  September  30,  1993.  As 
Chairman  of  the  TPCC,  I  intend  to  see  that  all  Federal 
agencies  work  together  to  develop  the  required  strategic 
plan  and  budget.  To  that  extent,  the  first  TPCC  meeting 
was  held  March  31,  at  which  time,  the  foundation  for  our 
cooperative  efforts  was  established.  Included  was  the 
formation  of  a  Deputies  Group  to  drive  the  TPCC  process 
on  a  daily  basis.  Decisions  on  shifting  responsibilities 
should  await  results  of  the  Deputies  Group. 

QUESTION: 

I  understand  that  the  State  Department's  Foreign  Service 
Institute  (FSI) ,  which  provides  training  for  Foreign 
Service  officers,  is  restructuring  their  core  curriculum 
to  provide  an  increased  focus  on  competitiveness.  Their 
goal  is  to  make  Foreign  Service  officers  more  responsive 
to  the  American  business  community.  Has  the  Commerce 
Department  been  actively  involved  in  developing  the  FSI's 
competitiveness-oriented  curriculum? 

a.  Do  you  feel  that  competitiveness  is  an 
appropriate  focus  for  the  Foreign  Service 
Institute? 

ANSWER: 

While  we  applaud  the  objective  of  the  State  Department  to 
improve  their  training  to  make  their  officers  more 
responsive  to  the  US  business  community,  we  have  not  yet 
been  involved  in  restructuring  their  curriculum.  We 
would  like  to  work  in  partnership  with  State  on  this. 

Competitiveness  is  an  appropriate  focus  for  the  Foreign 
Service  Institute.  Every  officer,  regardless  of  rank  or 
specialization,  should  understand  that  support  for  US 
international  business  interests  furthers  the  national 
interests/security  of  the  United  States.  They  also  need 
to  understand  how  they  can  work  with  Commerce's  U.S.  and 
Foreign  Commercial  Service  (US&FCS)  to  maximize  embassy 
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support  of  US  business  —  even  in  situations  where  we  are 
not  part  of  the  Ambassador's  in-country  team  —  such  as 
our  Partnership  Program.  Under  this  program,  US&FCS 
officers  advise  and  support  State  personnel  as  they 
develop  export  promotion  activities  in  countries  where 
US&FCS  has  no  presence. 

QUESTION: 

The  Agency  for  International  Development  (AID)  has 
received  funding  for  several  trade-related  programs  under 
its  appropriation  over  the  past  several  years, 
particularly  the  Soviet-American  Business  Intern  Training 
(SABIT)  program  and  the  American  Business  Centers 
(authorized  by  Freedom  Support  Act) .  Could  you  comment 
on  the  current  relationship  between  Commerce  and  AID,  and 
tell  us  what  improvements  could  be  made  to  that 
relationship? 

a.  What  is  the  current  status  of  negotiations  on 
transfer  of  the  FY  1993  funding  provided  to  AID 
for  American  Business  Centers  in  the  former 
Soviet  Union? 

b.  How  do  those  negotiations  impact  your  FY  1994 
request  for  the  International  Trade 
Administration's  efforts  within  the  former 
Soviet  Union? 

c.  To  what  extent  have  your  plans  for  increasing 
U.S.  business  opportunities  in  the  CIS  been 
impacted  by  the  ongoing  conflict  in  Russia? 
Are  plans  currently  on  hold? 

d.  Does  the  Commerce  Department's  FY  1994  budget 
request  include  the  necessary  funds  to  continue 
programs  which  had  been  carried  out  by  AID  in 
FY  1993  and  in  prior  years? 


ANSWER : 

In  the  past,  the  relationship  between  Commerce  and  AID 
has  been  complicated  by  the  allocation  of  funds  by  the 
Congress  and  previous  administration  to  AID  for 
commercial  programs,  by  funding  transfers  from  AID  for 
certain  commercial  programs,  and  by  duplication  or 
overlap  of  programs  and  activities  where  AID  has  expanded 
into  essentially  commercial  activities.  As  to  improving 
the  relationship,  I  would  like  to  defer  until  the  TPCC 
has  had  a  chance  to  consider  A.I.D  trade  promotion 
activities,  and  we  know  the  outcome  of  other  reviews  of 
foreign  assistance  programs. 
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Commerce  has  aggressively  pursued  the  MOU  with  AID  on  the 
ABC  funding.  I  have  expressed  my  personal  interest  in 
coming  to  an  agreement  with  Ambassador-designate  Strobe 
Talbott. 

These  negotiations  have  had  no  impact  on  the  US&FCS 
request  for  FY  1994  funds.  FY  1994  funding  covers  US&FCS 
in  the  former  Soviet  Union.  We  believe  once  received  the 
AID  funds  will  support  the  necessary  number  of  ABC's  in 
the  NIS. 

ITA  plans  for  expanding  the  number  of  US&FCS  posts  in  the 
former  Soviet  Union  have  not  been  seriously  impacted  by 
recent  developments.  While  plans  have  not  been  put  on 
hold,  we  do  plan  to  monitor  the  situation,  and  will 
reevaluate  them  if  necessary.  Plans  for  the  other 
activities  also  are  continuing. 

Our  FY  1994  budget  request  includes  over  $8.1  million  to 
continue  programs  funded  by  AID  in  FY  1993  or  in  prior 
years.  Included  are  the  Consortia  of  American  Businesses 
in  the  Newly  Independent  States  (CABNIS) ,  Business 
Information  Services  for  the  Newly  Independent  States 
(BISNIS)  and  Special  American  Business  Internship 
Training  (SABIT)  programs. 


QUESTION: 

Have  you  reviewed  the  mix  of  trade  promotion  activities 
within  Commerce's  International  Trade  Administration,  and 
would  you  support  a  consolidation  of  all  DOC  trade 
promotion  activities  under  the  U.S.  and  Foreign 
Commercial  Service  (US&FCS)?  How  would  such  a 
consolidation  affect  your  FY  1994  budget  proposal? 

ANSWER: 

We  continually  review  the  mix  and  performance  of  our 
trade  promotion  activities.  However,  we  do  not  support  a 
consolidation  of  all  trade  promotion  activities  within 
the  US&FCS.  Such  a  consolidation  would  be  a  step  in  the 
wrong  direction.  ITA  is  a  highly  integrated  organization 
providing  trade  promotion  services  to  clients  from  our 
various  units.  While  US&FCS  provides  the  bulk  of  direct 
business  counseling,  the  contributions  of  Trade 
Development  with  its  industry  perspective,  and  lEP,  with 
its  country  perspective,  are  equally  important.  We  will 
continue  to  strengthen  the  linkages  among  these  units. 


187 


National  Oceanic  and  Atmospheric  Adminstration 

QUESTION: 

One  of  the  savings  you  are  proposing  is  a  reduction  for 
"non-recurring"  items  under  NOAA.  While  we  have  not  seen 
which  projects  are  on  the  list,  I  am  certain  that  most  of 
these  projects  are  of  critical  importance  to  Members  of 
Congress.  Can  you  provide  a  definitive  list  of  these 
projects  proposed  for  elimination? 

a.    What   criteria  was  used   to  determine  which 
projects  are  "low-priority"  under  NOAA? 

ANSWER: 

Several  criteria  were  applied  in  determining  NOAA's 
program  termination  proposals.  Programs  that  are  clearly 
state  rather  than  NOAA  responsibilities  have  been 
proposed  for  termination.  Programs  not  directly 
supporting  NOAA's  mandated  mission  are  also  proposed  for 
termination,  as  they  require  resources  that  could  better 
support  core  NOAA  objectives.  In  addition,  funds 
appropriated  by  Congress  for  completed  studies  or 
activities  have  been  proposed  for  termination. 

NOAA's  termination  list  also  includes  funds  that  are 
passed  entirely  through  to  agencies  or  other  entities 
that  do  not  support  NOAA's  mission.  Lastly,  $27.2 
million  of  the  proposed  items  are  for  one-time 
construction  projects  that  are  non-NOAA  sites. 

A  detailed  list  of  terminations  is  attached. 
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FY  19  9  4  PROPOSED  TERMINATIONS 

(dollars  in  thousands) 


FY  1994 
DECREASE 


Operations,  research  and  facilities 

NATIONAL  OCEAN  SERVICE 

Mapping,  Charting  &  Geodesy 

Mapping  and  Charting  ...... 

SC  cooperative  geodetic  survey 
Land  information  system   .  .  . 


Observation  and  Assessment 

Observation  buoys/California  .  . 
Observation  buoys/Chesapeake  Bay 
Institute  for  Marine  Engineering 
Marine  protective  structures  .  . 
NY  harbor  water  quality  model 
Maui  algal  bloom  crisis   .... 


Ocean  and  Coastal  Management 

Charleston,  SC.  spec  area  management  plan 
Hawaii  humpback  marine  sanctuary  institute 

Total,  National  Ocean  Service  


NATIONAL  MARINE  FISHERIES  SERVICE 

Information  Collection  &  Analyses 


Oyster  disease  research   .  .  . 

Stuttgart   

Hawaii  stock  management  plan  . 

Hawaiian  monk  seals   

Atlantic  bluefin  tuna  research 
Center  for  Shark  Research   .  . 


$2,500 

554 

1,674 


140 
400 
500 
100 
75 
450 


960 
144 

7,497 


1,500 
576 
500 
520 
300 
140 


Conservation  and  Management  Operations 

Columbia  River  smolt  . 

International  Fisheries  Commission  , 

Pribilof  Island   , 

Beluga  Whale  Committee  , 

Fishery  observer  training   

East  Coast  observers  


112 
700 
300 
192 
96 
700 


State  and  Industry  Assistance  Programs 
Anadromous  fishery  project  .  .  .  .  . 
Export  strategies/mahi  mahi   .  .  .  , 


186 
768 


Total,  National  Marine  Fisheries  Service 


6,590 
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FY  1994 
DECREASE 

OCEANIC  AND  ATMOSPHERIC  RESEARCH 

Atmospheric  Programs 

Federal/State  weather  modification  grants  2,639 

Southeastern  storm  research   372 

Ocean  and  Great  Lakes  Programs 

Southeast  Florida  and  Caribbean  Recruit  1,000 

GLERL  zebra  mussel 911 

Lake  Champlain  study 190 

Pacific  island  technical  assistance   .  190 

Sea  Grant  -  Zebra  Mussel 2,800 

National  Coastal  R&D  Institute  ....  1,300 

National  Undersea  Research  Program  .  .  13 , 885 

Total,  Oceanic  and  Atmospheric  Research  .  .  23,287 

NATIONAL  WEATHER  SERVICE 
Operations  and  Research 

Data  Buoy  Engineering  &  Test 518 

Contract  Observer   190 

Samoa 240 

Total,  National  Weather  Service  94  8 


NATIONAL  ENVIRONMENTAL  SATELLITE, 
DATA,  AND  INFORMATION  SERVICE 


Total,  National  Environmental  Satellite, 

Data  &  Information  Service   0 

PROGRAM  SUPPORT 

Marine  Services 

Marine  electronics  agenda   700 

New  England  Science  Center  186 

Total,  Progrjua  Support 886 


Total,  Operations,  research  and  facilities       39,208 
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other  Accounts 


Construction 


Multispecies  Aquaculture  Center 
Woods  Hole  Marine  Biology   .  . 
Newport  Marine  Science  Center 
U.  of  N.H.  Biological  Science 

Alaska  fisheries  

Columbia  river  facilities   .  . 

Boston  Biotechnology  Innovation  Center. 

Mystic,  CT  Maritime  Educ  &  Research 


Total  Construction 


381 

953 

1,752 

14,309 

95 

7,822 

953 

953 

27,218 


Fleet  modernization,  shipbuilding  and  conversion 

Fishing  vessel  obligations  guarantees  program 
No  new  loan  guarantees  


483 


Promote  and  Develop  Fisheries  Products 

No  grants  proposed  under  P&D  Account*      [6,400] 


Total,  All  Appropriations  66,909 

*  Funds  will  be  used  to  offset  the  ORF  account. 


Competitiveness 


QUESTION; 


The  subcommittee  has  recently  been  focusing  quite  a  bit 
on  the  issue  of  competitiveness.  As  you  may  know,  we 
fund  the  Competitiveness  Policy  Council  in  this 
subcommittee.  The  Competitiveness  Policy  Council 
recently  issued  its  second  annual  report,  which 
highlighted  many  of  the  problems  America  faces  which 
hinder  the  country's  ability  to  be  competitive  in  the 
world  marketplace. 

One  of  the  initial  recommendations  of  the  Competitiveness 
Policy  Council  was  that  the  U.S.  should  develop  a  long- 
term  competitiveness  strategy,  to  be  administered  perhaps 
by  the  Department  of  Commerce.  Do  you  feel  that  is  the 
appropriate  lead  agency  on  competitiveness?  Do  you  think 
the  Department  is  already  carrying  out  that  function? 

ANSWER: 


The  end-use  customer  of  a  competitiveness  policy  is  the 
private  sector,  which  the  President  has  described  as  "the 
engine  of  economic  growth."  As  the  dedicated  agency  for 
working  with  the  private  sector,  Commerce  is  in  a 
strategic   position   to   play   a   leadership   role   in 
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conceptualizing  and  implementing  a  competitiveness  policy 
for  the  Administration,  with  the  recognition  that  a 
successful  policy  depends  on  building  consensus  and 
effective  team  work  within  the  Administration  to  achieve 
our  ends. 

Many  of  the  building  blocks  for  implementing  a 
competitiveness  strategy  are  already  in  place  in  the 
Department  of  Commerce.  The  Department  must  view  its 
various  programs  in  technology  commercialization, 
manufacturing  extension,  development  of  consortia  and 
partnerships,  export  promotion,  information 
infrastructure,  protection  of  intellectual  property 
rights,  development  of  green  technology  and  protection  of 
the  environment,  and  economic  development  as  elements  of 
a  comprehensive  strategy  to  enhance  the  competitiveness 
of  U.S.  business. 

QUESTION: 

In  your  opinion,  what  more  can  the  Department  be  doing  to 
enhance  America's  competitiveness? 

ANSWER: 

Our  nation's  economic  preeminence,  particularly  in 
critical  sectors  like  manufacturing,  demands  an 
integrated  approach:  One  that  addresses  the  continuum 
from  R&D  through  manufacturing  into  the  marketplace;  one 
that  appreciates  that  the  tangible  problems  facing 
American  industry  today  include  financing,  business 
practices,  intellectual  property  protection,  worker 
training  and  fair  trade.  This  is  the  outline  of 
Secretary  Brown's  new  vision  for  the  Department  that 
incorporates  technology,  focuses  on  competitiveness,  and 
seeks  economic  growth.  While  this  outline  is  still  being 
filled  in,  we  know  already  that  it  means  a  more  strategic 
and  innovative  use  of  resources,  personnel  and  facilities 
within  the  Department  of  Commerce  in  carrying  out  these 
objectives.  The  passage  of  the  National  Competitiveness 
Act  by  the  House  and  Senate  will  be  a  major  step  in  this 
regard. 

QUESTION: 

Your  predecessors,  Mr.  Mosbacher  and  Ms.  Franklin,  had 
been  appointed  as  Administration  representatives  to  the 
Competitiveness  Policy  Council.  That  position  is 
currently  vacant.  Will  you  be  appointed  to  fill  that 
slot  on  the  Council? 

ANSWER: 

The  Department  of  Commerce  has  been  participating  in  the 
Council's  activities,  and  is  thoroughly  reviewing  its 
recommendations  and  policy  objectives.   We  look  forward 
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to  a  very  close  working  relationship  in  the  coming  years. 
The  President's  final  determination  on  the  White  House 
appointees  is  expected  soon. 
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Questions  Submitted  by  Congressman  Carr 

Manufacturing  Technology 

QUESTION: 

As  you  may  know,  the  Midwest  Manufacturing  Technology 
Center  (MMTC) ,  which  is  one  of  the  seven  such  Department 
of  Commerce  funded  centers  nationwide  is  housed  in  my 
home  state  of  Michigan.  Over  the  past  2  years,  the  MMTC 
has  made  significant  progress  in  improving  the 
competitiveness  of  the  small  manufacturing  firms  that 
supply  components  to  the  office  furniture  and  automotive 
industry. 

During  the  campaign,  President  Clinton  outlined  his  plan 
for  ensuring  the  future  competitiveness  of  U.S. 
manufacturing.  What  roles  do  you  see  for  centers  such  as 
the  Midwest  Manufacturing  Technology  Center  in  the 
President's  plan? 

ANSWER: 

The  Manufacturing  Technology  Centers  (MTCs)  are  clearly 
an  integral  part  of  the  President's  plan.  MTCs  such  as 
the  Midwest  MTC  along  with  states  which  participate  in 
our  State  Technology  Extension  Program  (STEP)  provide  the 
central  core  of  the  Department's  experience  in 
manufacturing  extension.  MTCs  will  be  located  where 
there  are  significant  concentrations  of  small  and  medium- 
sized  manufacturing  firms.  In  addition,  we  foresee  the 
development  of  a  network  of  Manufacturing  Outreach 
Centers  (MOCs) ,  like  the  MTCs  but  smaller  —  serving 
areas  with  lower  concentrations  of  firms.  In  this 
regard,  our  plans  are  based  on  the  number  of  firms  which 
can  be  served  by  extension  centers  of  these  target  sizes. 
The  results  of  our  experience  match  the  thinking  of  the 
drafters  of  S.4  and  H.R.820  in  terms  of  design  of  the 
nationwide  system. 

QUESTION: 

What  sort  of  linkages  do  you  see  between  the  Federal 
labs,  that  are  an  obvious  source  of  advanced 
manufacturing  technologies,  and  the  Manufacturing 
Technology  Centers  (MTC) ,  that  are  a  critical  deployment 
mechanism  to  small  and  medium-sized  manufacturers? 

ANSWER: 

A  central  tenant  in  NIST's  thinking  is  to  make  the 
fullest  possible  use  of  existing  resources,  whether  in 
another  Federal  agency  or  in  a  university  or  other  place. 
We  do  not  intend  to  duplicate  capabilities  that  can  be 
made  available  by  other  means.  The  Federal  laboratories 
are  valuable   technology  sources,  and  we  are  working  to 
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link  them  fully  with  our  extension  activities.  We  have 
working  agreements  with  a  number  of  the  laboratories,  and 
in  some  cases  they  have  placed  personnel  on-site  at  NIST 
to  help  integrate  their  activities  with  those  of  the 
Department . 

QUESTION: 

The  MMTC  has  identified  electronic  communication  of 
business  and  product  information  between  large  firms  and 
their  smaller  suppliers  as  a  large  barrier  to 
international  competitiveness  and  is  actively  working 
with  the  automotive  and  office  furniture  industries  to 
solve  these  problems.  Additionally,  we  are  told  that 
other  MTCs  are  working  with  their  clients  on  similar 
problems  in  energy  utilization,  environmental  compliance 
and  quality  standards.  Do  you  intend  to  make  additional 
resources  available  to  the  MTCs  to  address  such  issues? 

ANSWER: 

Our  first  priority  is  to  use  our  resources  to  establish 
the  national  network  of  manufacturing  outreach  centers. 
The  precise  areas  of  focus  of  the  centers  will  depend  on 
the  needs  of  the  regions  which  they  serve.  Electronic 
communication  of  business  and  product  information  is  a 
very  important  area  of  activity  for  MTCs,  and  NIST  whole- 
heartedly supports  the  work  of  the  MTCs  to  help  their 
client  base  of  manufacturing  firms  in  this  area. 


Defense  Conversion 

QUESTION: 

Defense  conversion  is  a  much  discussed  issue  these  days. 
While  it  is  important  to  assist  those  affected  by  base 
closings,  other  industries,  such  as  the  automobile 
industry,  are  greatly  impacted  in  this  economy.  If  you 
are  proposing  programs  to  retrain  defense  workers  what 
are  your  plans  to  retrain  displaced  auto  workers  and 
those  in  other  non-defense  related  industries? 

ANSWER: 

In  our  activities  with  DOD/ARPA,  DOE/DP,  NSF,  and  NASA  on 
the  Technology  Reinvestment  Package  of  defense 
conversion,  we  have  noted  that  technology  deployment 
services  which  focus  on  competitiveness  and  quality  job 
creation  should  be  made  available  nationwide.  The 
Department  of  Commerce  shares  with  Secretary  Aspin  the 
conviction  that  economic  strength  is  important  to  the 
United  States  in  the  same  way  that  military  strength  is. 

The  Department  of  Labor  is  responsible  for  providing 
funds  for  retraining  displaced  workers;  in  view  of  this. 
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we  do  not  anticipate  using  any  of  the  FY  1993  Economic 
Stimulus  monies  for  worker  retraining  programs.  The 
$45  million  requested  as  part  of  the  FY  1993  Economic 
Stimulus  Program  will  be  used  to  fund  projects  that  meet 
EDA's  Title  IX  eligibility  criteria  and  can  be  gotten 
under  way  quickly.  These  additional  FY  1993  funds  will 
be  used  to  augment  the  Agency's  regular  Title  IX  Economic 
Adjustment  Program;  they  will  not  be  limited  to  defense 
conversion  activities. 

QUESTION: 

I  know  that  you  have  publicly  spoken  on  the  importance  of 
tourism.  What  plans,  if  any,  do  you  have  for  a  White 
House  Conference  on  Tourism? 

ANSWER : 

Congressman  Oberstar,  in  his  capacity  as  Chairman  of  the 
Congressional  Travel  and  Tourism  Caucus,  proposed  the 
idea  of  a  White  House  Conference  on  Tourism.  It  appears 
to  be  a  good  idea  and  we  are  interested  in  the  concept. 
However,  we  are  currently  assessing  the  proposal  in  terms 
of  the  required  resources,  elements  of  structure  and 
content,  as  well  as  the  priorities  and  demands  of  the 
White  House. 


Trade  Adjustment  Assistance 

QUESTION: 

Please  explain  the  justification  for  eliminating  the 
funding  for  Trade  Adjustment  Assistance  Centers?  What 
other  present  programs  in  my  state,  for  example, 
duplicate  the  efforts  of  this  Center? 

ANSWER: 

The  Department  is  proposing  to  eliminate  the  Trade 
Adjustment  Assistance  (TAA)  Program  because  it  is  more 
cost  effective  to  carry  out  this  activity  through 
existing  Commerce  programs  which  provide  comparable 
services.  The  12  TAA  Centers  (TAACs)  are  too  small  a 
network  to  stand  alone  and  are  located  near  other 
Commerce  facilities  which  can  assume  TAAC  duties. 

Commerce  will  continue  to  provide  assistance  to  all 
manufacturing  firms  and  industries  seeking  assistance 
through  30  NIST  Manufacturing  Technology  Centers  (MTCs) , 
100  MBDA  Business  Development  Centers  (BDCs) ,  67  ITA 
district  and  branch  offices  and  EDA's  Technical 
Assistance  Program.  Technical  assistance  is  also 
available  through  the  Small  Business  Administration's 
Small  Business  Development  Centers  (SBDCs) . 
Unlike  TAA,  the  aforementioned  programs  do  not  require  a 
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certification  process.  TAA  client's  seeking  future 
assistance  from  these  programs  will  not  require 
certification.  Assistance  will  be  provided  upon  request. 
For  a  firm  to  be  eligible  for  TAA  assistance  the  firm 
must  submit  a  petition  for  Certification  of  Eligibility 
showing  injury.  EDA  is  statutorily  required  to  complete 
processing  within  60  calendar  days.  Within  two  years  of 
certification,  the  firm  must  submit  an  acceptable 
adjustment  proposal  and  an  application  for  technical 
assistance.   This  can  be  a  time  consuming  process. 

In  addition  to  providing  domestic  assistance,  the 
Department  has  an  extensive  outreach  program  to  assist 
manufacturing  firms  to  increase  export  sales.  In  FY 
1992,  ITA  began  providing  funding  to  assist  industry- 
specific  organizations  to  establish  overseas  offices 
through  the  Consortia  of  American  Business  Program. 
Funding  for  this  program  is  included  in  ITA'S  FY  1994 
Budget  Request.  In  FY  199  3,  ITA  began  the  Market 
Development  Cooperator  Program  which  provides  grants  to 
trade  associations  to  develop  export  promotion  programs. 
ITA  is  requesting  $2.5  million  in  FY  1994  to  continue 
this  program. 

Among  the  Commerce  programs  located  in  Michigan,  there 
are  two  EDA  sponsored  University  Centers  located  at  the 
University  of  Michigan  and  Michigan  State  University.  In 
addition,  there  is  a  Manufacturing  Technology  Center  in 
Ann  Arbor  and  a  Minority  Business  Development  Center  in 
Southfield,  Michigan. 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  ROGERS 

Defense  Conversion 

QUESTION: 

The  Department  has  requested  $33  million  for  defense 
conversion,  the  entire  increase  for  EDA. 

How  does  the  Administration  intend  to  score  these  funds, 
as  defense  or  domestic? 

ANSWER: 

These  funds  have  been  scored  as  domestic  discretionary  in 
the  President's  FY  1994  Budget. 

QUESTION: 

EDA  has  received  $50  million  in  transferred  funds  from 
the  Department  of  Defense,  and  I  understand  that  another 
$80  million  has  just  been  transferred. 

However,  during  consideration  of  the  Supplemental,  we 
learned  that  only  15  grants,  totalling  about  $17.7 
million  have  been  awarded. 

Why  is  it  taking  EDA  so  long  to  get  these  funds  into  the 
impacted  communities,  and  given  the  remaining  money,  why 
does  EDA  need  an  additional  $33  million  in  FY94? 

ANSWER: 

EDA  has  now  awarded  18  grants  valued  at  $22  million  and 
has  invited  proposals  totalling  an  additional  $39.6 
million.  The  principal  delay  in  awards  of  FY  1991  and  FY 
1993  defense  appropriations  was  the  focus  on  undeveloped 
base  reuse  projects,  not  existing  community  adjustment 
projects. 

Our  experience  with  the  1988  and  1991  rounds  of  base 
closings  has  shown  that  completing  the  base  reuse  plans 
can  take  three  to  four  years  after  the  decision  to  close 
the  base  is  made.  The  time  required  to  prepare  the 
environmental  impact  statement  and  to  transfer  base 
property  to  an  applicant  eligible  to  receive  EDA 
assistance  is  particularly  long.  We  are  projecting, 
however,  that  communities  affected  by  the  first  two 
rounds  of  base  closings  are  now,  or  soon  will  be,  in  a 
position  to  begin  investments  on  former  base  properties. 

The  defense  conversion  projects  that  move  most  quickly 
are  those  associated  with  defense  contract  cancellations 
and  are  not  dependent  on  reusing  or  transferring  military 
property.  This  is  an  area  that  the  Agency  and  the 
Department   has   targeted   for   additional   improvement. 
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including  exploring  possible  legislative  changes  that 
would  result  in  accelerated  processing. 

Also,  EDA  anticipates  making  more  investments  directly  in 
the  affected  communities,  rather  than  just  on  the 
transferred  base  property.  This  will  enable  EDA  to  begin 
assisting  affected  communities  immediately  while  the 
longer  range  base  reuse  process  is  gotten  underway. 

QUESTION: 

The  Defense  Conversion  Commission  reported  in  January 
that  several  communities  impacted  by  defense  reductions 
said  EDA's  review  process  is  too  long--taking  an  average 
of  six  months  to  approve  projects  after  they  have  been 
invited. 

The  inordinate  length  of  the  EDA  process  has  been  a 
problem  for  some  time.  How  does  the  Department  intend  to 
remedy  this  problem? 

ANSWER: 

All  EDA  projects,  including  defense  conversion  projects, 
and  particularly  those  that  involve  construction 
activities,  are  subject  to  all  of  the  statutory 
compliance  requirements  that  apply  to  Federal  grant 
assistance,  such  as  the  National  Environmental  Policy  Act 
which  mandates  specific  responsibilities  and  reviews  that 
must  be  complied  with  before  financial  assistance  can  be 
awarded.  Applicants  require  considerable  time  to 
assemble  information,  and  obtain  state  and  local 
clearances  or  permits  that  are  required  before  EDA  can 
legally  award  a  grant. 

Applicants  must  also  identify  the  non-Federal  matching 
funds  that  will  be  part  of  the  project  and  they  must 
demonstrate  that  they  hold  sufficient  legal  interest  in 
the  property  to  be  improved  with  grant  funds.  The  latter 
requirement  is  of  particular  concern  with  base  closure 
situations  where  the  transfer  of  the  property  to  an 
eligible  applicant  may  not  occur  until  near  the  very  end 
of  the  closure  process. 

While  much  of  the  time  is  dependent  on  the  applicant's 
ability  to  develop  necessary  information  to  allow  the 
Agency  to  complete  its  mandatory  reviews,  EDA  is  working 
to  expedite  its  approval  process,  both  in  the  regions  and 
in  headquarters.  EDA  is  also  assisting  the  applicants, 
where  possible,  to  develop  the  required  application 
information  and  help  applicants  avoid  spending  time  on 
unnecessary  information. 
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QUESTION: 


The  President  announced  on  March  12th  that  NIST  would 
play  a  role  in  a  coordinated  technology-oriented  defense 
conversion  program.  In  your  statement,  you  state  that 
NIST  is  expected  to  receive  up  to  $125  million  from  the 
Department  of  Defense  in  FY  1993  for  manufacturing 
extension  programs. 

Are  funds  included  under  NIST  in  the  FY  1994  request  to 
continue  this  effort? 

ANSWER: 

No.  However,  funds  are  included  in  our  FY  1994  request 
to  continue  the  development  of  our  Manufacturing 
Technology  Centers,  Manufacturing  Outreach  Centers,  State 
Technology  Extension  Program,  and  activities  to  build 
linkages  among  Federal  agencies,  technology  sources,  and 
extension  service  providers. 


Foreign  Commercial  Service 

QUESTION: 

I  note  in  your  budget  an  increase  for  the  International 
Trade  Administration. 

The  US&FCS,  I  feel,  is  our  frontline  troops  in  the  battle 
for  gaining  new  markets  abroad  particularly  in  the  former 
Communist  countries. 

Can  you  give  us  a  brief  overview  of  what  is  currently 
being  done  by  the  Department,  and  what  plans  you  have  for 
the  Commercial  Service? 

ANSWER:  i 

We  have  requested  a  $10.5  million  catch-up  for  the  US&FCS 
in  FY  1994.  These  funds  will  strengthen  overseas  field 
support  for  exporters  that  has  eroded  over  the  past  few 
years  due  to  unbudgeted  increases  in  overseas  costs. 
This  increase  will  allow  us  to  respond  to  exporters  more 
aggressively,  as  Congress  intends.  It  will  also  set  the 
stage  for  the  future.  We  will  use  a  portion  of  the 
resources  to  fill  28  unfunded  positions.  As  the  chair  of 
the  TPCC,  I  am  conducting  a  government-wide  review  of 
export  promotion  activities.  The  TPCC  review  will 
undoubtedly  impact  on  our  plans  here  in  the  Department, 
including  the  U.S.  and  Foreign  Commercial  Service, 
beginning  in  FY  1995. 

I  agree  that  US&FCS  is  our  frontline  in  the  battle  for 
gaining  new  markets  abroad.  Currently,  we  are 
aggressively  expanding  operations   in  former  Communist 
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countries,  with  a  focus  on  the  former  Soviet  Union.  In 
the  recent  past  staff  in  Eastern  Europe,  Russia  and  the 
Newly  Independent  States  has  more  than  quadrupled;  staff 
has  been  added  to  key  markets  in  Asia,  Latin  American  and 
Europe.  Offices  were  opened  in  Berlin,  Leipzig,  Sofia, 
USEC/Brussels,  Nagoya,  Kiev  and  St.  Petersburg,  and  re- 
opened in  Kuwait,  Prague  and  Panama  City. 

During  the  past  year,  US&FCS  also  continued  to  implement 
major  improvements  in  its  operations  and  programs  that 
resulted  from  its  Strategic  Review.  The  most  important 
of  these  is  our  Commercial  Information  Management  System 
(CIMS) ,  the  computer  system  that  links  together  our 
domestic  and  overseas  offices  making  them  even  more 
effective  in  responding  to  the  trade  information  needs  of 
U.S.  exporters.  We  expect  to  complete  the  system  in 
1994.  Modern  office  automation  equipment  and  software 
will  be  installed  at  the  remaining  104  overseas  sites, 
seven  of  which  are  in  the  NIS,  in  FY  1993,  and  at 
headquarters  in  FY  1994. 


Wednesday,  March  31,  1993. 

PATENT  AND  TRADEMARK  OFFICE 
WITNESSES 

MICHAEL  K.  KIRK,  ACTING  ASSISTANT  SECRETARY  AND  COMMISSIONER 
OF  PATENTS  AND  TRADEMARKS 

BRADFORD  R.  HUTHER,  ASSISTANT  COMMISSIONER  FOR  FINANCE  AND 
PLANNING 

JAMES  R.  LYNCH,  DIRECTOR,  OFFICE  OF  BUDGET,  PATENT  AND  TRADE- 
MARK OFFICE 

MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET,  DEPARTMENT  OF  COM- 
MERCE 

BOYD  ALEXANDER,  DEPUTY  ASSISTANT  COMMISSIONER  FOR  INFORMA- 
TION SYSTEMS 

Opening  Remarks 

Mr.  MoLLOHAN  [presiding].  The  first  item  we  will  consider  this 
morning  is  the  fiscal  year  1994  budget  request  for  the  Patent  and 
Trademark  Office  under  the  Department  of  Commerce. 

The  request  for  appropriated  funds  from  the  special  Fee  Sur- 
charge Fund  is  $103,000,000,  which  is  an  increase  of  $16,328,000 
over  the  amount  appropriated  for  fiscal  year  1993.  This  amount  is 
in  addition  to  the  $415,692,000  anticipated  to  be  collected  in  fiscal 
year  1994  in  offsetting  fee  collections. 

We  have  not  received  the  detailed  justifications  supporting  this 
request,  but  we  will  insert  those  into  the  record  at  the  appropriate 
time. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  detailed  budget 
justifications  were  submitted.] 

[The  information  follows:] 
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Mr.  MoLLOHAN.  Testifying  on  behalf  of  the  Patent  and  Trade- 
mark Office  today  is  Michael  K.  Kirk,  the  Acting  Commissioner  of 
Patents  and  Trademarks. 

Mr.  Kirk,  since  this  is  your  first  time  before  the  subcommittee, 
we  will  insert  your  biographical  sketch  into  the  record.  We  wel- 
come you  today.  I  want  you  to  know  your  written  statement  will  be 
made  a  part  of  the  record  and  you  may  proceed  as  you  will. 

Mr.  Kirk.  Thank  you,  Mr.  MoUohan. 

[The  biographical  sketch  of  Mr.  Kirk  follows:] 

Biography  of  Michael  K.  Kirk 

professional  experience 

Department  of  Commerce — Acting  Assistant  Secretary  and  Acting  Commissioner 
of  Patents  and  Trademarks,  as  of  February  15,  1993;  Assistant  Commissioner  for  Ex- 
ternal Affairs,  U.S.  Patent  and  Trademark  Office,  1982-present;  Chief  Negotiator, 
Trade  Related  Intellectual  t»roperty  Rights,  GATT,  1991-1992;  Deputy  Negotiator, 
1987-1991;  Head  or  member  of  U.S.  delegations  to  numerous  WIPO,  UNCTAD  and 
OECD  meetings,  and  bilateral  negotiations  on  intellectual  property  and  trade  mat- 
ters, 1972-present;  Director,  Office  of  Legislation  and  International  Affairs,  1972- 
1982;  Special  Assistant  to  the  Commissioner  of  Patents,  1970-1972;  Legislative  Spe- 
cialist, 1967-1970;  Patent  Examiner,  1962-1965. 

National  Aeronautics  and  Speice  Administration  Patent  Attorney,  1965-1967. 

U.S.  Army— Patent  Technician/Unit  Commander,  1960-1962. 

Southern  BeU  Telephone  Company — Engineer,  1959-1960. 

ACADEMIC 

The  Citadel,  Bachelor  of  Science  in  Electrical  Engineering,  1959  Tau  Beta  Pi  Engi- 
neering Honor  Society;  Georgetown  University  Law  Center,  Juris  Doctor,  1965 
Member,  Georgetown  Law  Review;  Indiana  University,  Master  of  Public  Adminis- 
tration, 1969. 

PROFESSIONAL  HONORS 

Jefferson  Medal  for  Contributions  to  American  IP  Law,  (May  8)  1992. 

Gold  Medal  Award,  Department  of  Commerce,  1983. 

Presidential  Rank  of  Meritorious  Executive,  1981. 

Senior  Executive  Service  Bonus  Award,  1980,  82,  84,  85,  86,  88,  90,  91. 

Silver  Medal  Award,  Department  of  Commerce,  1975,  1987. 

Sustained  Superior  Performance  Award,  1979. 

Special  Achievement  Awards,  1974-77. 

National  Institute  of  Public  Affairs  Career  Education  Award,  1968. 

ORGANIZATIONS  AND  ACTIVITIES 

Member:  Virginia  Bar;  American  Bar  Association,  Section  of  Patent,  Trademark, 
and  Cop5rright  Law  (Chairman  of  International  Patent  Treaty  and  Laws  Committee, 
1982-84;  Section  Council  1984-87;  Chairman  of  Special  Committee  on  PTO  Liaison 
1988-89;  Nominating  Committee,  1992-93);  American  Intellectual  Property  Law  As- 
sociation; Federal  Bar  Association;  Grovemment  Patent  Lawyers  Association;  Licens- 
ing Executives  Society;  International  Patent  and  Trademark  Association  (Executive 
Committee,  1988-89);  Roistered  Patent  Attorney,  admitted  to  practice  before  the 
Court  of  Appeals  for  the  Federal  Circuit. 

Lecturer:  The  John  Marshall  Conference  on  Intellectual  Property,  the  21st 
Annual  Southwestern  L^al  Foundation  Proceedings,  and  the  Albany  Law  School/ 
Rensselaer  Polytechnic  Institute  Center  for  Industrial  Innovation  Conference. 

PERSONAL 

Born:  November  13,  1937,  Jacksonville,  Florida.  Married  to  the  former  Mary  Cath- 
erine Everett.  Two  children:  Tracy  and  David. 
Telephone:  Office  (703)  305-9300. 
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General  Statement 

Mr.  MoLLOHAN.  You  might  introduce  the  gentleman  with  you. 

Mr.  Kirk.  I  will  do  that.  With  me  is  James  Lynch.  He  is  the 
budget  officer  for  the  Patent  and  Trademark  Office. 

We  appreciate  the  opportunity  to  be  here  this  morning  to 
present  the  President's  request  for  appropriations  for  the  Patent 
and  Trademark  Office.  I  will  abbreviate  somewhat  my  prepared 
text  since  you  are  going  to  put  that  into  the  record  as  you  indicat- 
ed. 

The  Patent  and  Trademark  Office  budget  for  fiscal  year  1994  is, 
as  you  indicated,  $518,692,000,  all  of  which  is  funded  by  user  fees. 

There  are  two  significant  spending  reductions  which  have  been 
incorporated  into  this  proposed  budget.  First,  pursuant  to  President 
Clinton's  directive,  we  will  save  almost  $15,000,000  in  salary  and 
administrative  expenses.  Second,  we  have  saved  about  $6.8  million 
in  space  costs  through  a  reappraisal  of  the  commercial  value  of  our 
leases.  I  am  delighted  to  report  these  actions,  together  with  a  pro- 
jected growth  in  fiscal  year  1994  revenues,  will  enable  us  to  carry 
out  our  program  with  no  increase  in  patent  fees. 

The  PTO's  budget  initiatives  for  fiscal  year  1994  total  $45,020,000 
over  the  fiscal  year  1993  enacted  level,  an  increase  of  less  than  10 
percent.  About  89  percent  of  this  amount  is  funded  through  higher 
workload  revenues  and  the  remainder  will  be  financed  through  a 
one-time  increase  from  $210  to  $245  for  the  trademark  filing  fee. 
We  will  be  forwarding  authorization  legislation  to  the  Congress 
next  month  to  adjust  this  fee  effective  October  1,  1993. 

Of  the  $45  million  increase,  a  portion  will  be  used  to  fund  adjust- 
ments to  the  fiscal  year  1993  base  program.  More  specifically,  $12.3 
million  is  needed  to  restore  the  fiscal  year  1993  funding  reductions 
to  the  fee  surcharge  fund;  $4.9  million  is  needed  to  fund  the  full 
year  cost  in  fiscal  year  1994  of  those  employees  who  were  hired  in 
fiscal  year  1993;  and  $6.9  million  is  needed  to  compensate  for  infla- 
tion. 

These  increases  will  be  offset  by  savings  of  $6  million  due  to  ad- 
ministrative and  personnel  reductions,  and  the  reduction  that  I 
mentioned  earlier  of  $6.8  million  to  the  rates  paid  for  leased  space. 
Thus,  our  adjustments  to  base  request  total  $11.4  million. 

Our  proposed  budget  changes  of  $33.6  million  to  the  adjusted 
fiscal  year  1994  base  consist  of  workload,  automation,  and  quality 
enhancements.  The  details  of  our  budget  request  will  be  forwarded 
to  the  Committee  shortly. 

Our  budget  proposal  has  many  benefits  for  large  industry,  as 
well  as  for  independent  inventors,  small  businesses,  and  universi- 
ties. First,  we  will  maintain  average  pendency  times  of  18  months 
for  patents  and  13  months  for  trademarks. 

Second,  we  will  enhance  the  quality  of  our  products  and  the  effi- 
ciency of  the  services  we  provide  through  new  process  reengineer- 
ing  techniques  such  as  those  now  being  used  to  design  and  develop 
the  Patent  Application  Management  component  of  our  Automated 
Patent  System. 

Thirdly,  we  will  promote  effective  public  access  on  a  fee-for-serv- 
ice  basis  to  our  vast  storehouse  of  scientific,  technical,  and  business 
information. 
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The  pro  is  not  supported  by  taxpayer  funds,  as  you  know.  We 
are  supported  entirely  by  fees  that  we  charge  our  users,  and  we  be- 
lieve that  the  fees  we  collect  should  all  be  invested  in  providing  the 
best  possible  service  to  our  users. 

In  November  of  1990,  a  surcharge  was  imposed  on  the  patent  fees 
paid  by  our  users.  The  funds  raised  by  the  surcharge,  $495  million 
for  the  period  1991  through  1995,  replaced  taxpayer  revenues  and 
contributed  to  the  reduction  of  the  deficit. 

While  all  of  us  understand  the  problems  caused  by  the  Federal 
deficit,  users  of  the  patent  system  have  contributed  significantly  to 
its  reduction.  Notwithstanding  this  contribution  in  fiscal  year  1992 
and  fiscal  year  1993,  Congress  did  not  appropriate  the  full  amount 
of  revenues  which  PTO  users  paid  for  services.  More  than  $20  mil- 
lion derived  from  the  statutory  patent  fee  surcharge  have  not  been 
appropriated  to  date.  Many  of  our  constituents  refer  to  this  as  an 
"unfair  tax  on  innovation." 

I  urge  the  Subcommittee  to  appropriate  the  full  amount,  $103 
million,  which  users  will  pay  in  their  fees  to  the  PTO  under  the 
patent  surcharge. 

Mr.  Chairman,  this  concludes  my  statement,  I  will  be  glad  to 
answer  any  questions. 

Mr.  MoLLOHAN.  Thank  you,  Mr.  Kirk. 

[The  prepared  statement  of  Mr.  Kirk  follows:] 
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STATEMENT  BY  THE  ACTING  ASSISTANT  SECRETARY 

OF  COMMERCE 
AND  ACTING  COMMISSIONER  OF  PATENTS  AND  TRADEMARKS 

MICHAEL  K.   KIRK 

BEFORE  THE 

SUBCOMMITTEE  ON  COMMERCE,  JUSTICE,  STATE,  AND 

JUDICIARY 

COMMITTEE  ON   APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

March  31.  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

1  appreciate  the  opportunity  to  present  the  President's  request  for 
appropriations  for  the  Patent  and  Trademark  Office  for  fiscal  year 
1994.    With  me  is  the  PTO's  Budget  Officer,  James  Lynch. 

FY  1994  REQUEST  LEVEL 

The  Patent  and  Trademark  Office's  budget  request  for  FY  1994  is  for 
$518,692,000,  all  of  which  is  funded  by  user  fees. 

There  are  two  significant  spending  reductions  which  have  been 
incorporated  in  this  proposed  budget.     First,  pursuant  to  President 
Clinton's  directive,  we  have  cut  almost  $15,000,000  in  salary  and 
administrative  expenses.     Second,  we  have  saved  about  $6,800,000  in 
space  costs  through  a  reappraisal  of  the  commercial  value  of  our  leases. 
I  am  delighted  to  report  that  these  actions,  together  with  a  projected 
growth  in  FY  1994  revenues,  will  enable  us  to  carry  out  the  FY  1994 
program  with  no  increase  in  patent  fees. 

The  PTO's  budget  initiatives  for  FY  1994  total  $45,020,000  over  the 
FY  1993  level,  an  increase  of  less  than  10%.    About  89%  of  this  increase 
is  funded  through   increased  fee  collections   resulting  from   increased 
workload  and  the  remainder  will  be  financed  through  a  one-time  increase 
in  the  trademark  filing  fee  -  from  $210  to  $245.     We  will  be  forwarding 
authorization  legislation  to  the  Congress  next  month  to  adjust  this  fee 
effective  October  1,   1993. 
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Of  the  $45,020,000  increase,  a  portion  will  be  used  to  fund 
adjustments  to  the  FY  1993  base  program.     More  specifically, 
$12,328,000  is  needed  to  restore  funding  reductions  in  the  FY  1993 
enacted  budget;  $4,945,000  and  87  FTE  are  needed  to  fund  the  full-year 
cost  in  FY  1994  of  those  employees  who  were  hired  in  FY  1993;  and 
$6,873,000  Is  needed  to  compensate  for  inflation.     These  increases  will 
be  offset  by  savings  of  $5,969,000  due  to  administrative  and  personnel 
reductions  and  $6,759,000  in  rates  paid  for  leased  space.     Thus,  our 
adjustment-to-base    request   totals    $11,418,000. 

Our  proposed  budget  changes  of  $33,602,000  to  the  adjusted  FY  1994 
base  consist  of  the  following: 

$20,301,000  and   161    positions  for  our  patent  examination, 
clerical   processing   and  printing   operations   -  these   resources 
will  enable  us  to  keep  pace  with  a  projected  4%  increase  in 
workload; 

a  net  increase  of  $4,926,000  for  the  Automated  Patent  System, 
which  amount  will  support  the  development  of  an  automated 
patent   application    filing    system; 

$3,024,000  for  contractor  support  of  our  automated  management 
and  administrative  systems,   including   our  inventory  control   and 
personal  computer  network; 

$1,705,000  for  our  trademark  examination   operation   -  these 
resources  will  enable  us  to  keep  pace  with  a  projected  6% 
increase   in  workload; 

$1,255,000  and  25  positions  for  our  pre-examination  and  Patent 
Cooperation  Treaty  processing  areas; 

a  deoiease  of  $1,645,000  associated  with  the  planned  completion 
of  the  automated  assignment  system; 
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an  increase  of  $364,000  and  three  positions  for  improved 
maintenance  of  the  Public  Search  Room's  files,  replacement  of 
farecard  equipment  and  the  provision  of  certified  copies  of  our 
records; 

$161,000  and  nine  positions  to  enable  our  Publications  staff  to 
process  about  5,300  additional  patents  and  trademarks  through 
the  post-examination   segment  of  our  production   pipeline; 

$1,658,000  and  22  positions  to  improve  our  ability  to  search  and 
examine  patent  applications,  especially  those  in  the  field  of 
biotechnology,  reclassify  U.S.  patents,  process  new  foreign 
patents  and  expand  our  use  of  commercial  databases;  and 

a  net  increase  of  $1,853,000  and  11   positions  for  maintenance  of 
the  roster  of  patent  attorneys  and  agents,  improved  recruitment 
and  training  of  employees,  software  enhancements  to  our 
automated  financial  management  systems  and,  finally,  the 
acquisition  of  35,000  square  feet  of  space  to  house  our  staff  and 
accommodate  our  ever-expanding  paper  storage  requirements. 

Our  budget  proposal  has  many  benefits  for  industry,  independent 
inventors,  small  businesses  and  research  groups: 

(1)  we  will  maintain  our  average  pendency  times  of  eighteen  months 
for  patents  and  thirteen   months  for  trademarks; 

(2)  we  will  enhance  the  quality  of  our  products  and  the  efficiency  of 
the  services  we  provide  through  new  process  reengineering 
techniques,  such  as  those  now  being  used  to  design  and  develop 
the  Patent  Application  Management  component  of  our  Automated 
Patent  System;  and 

(3)  we  will   promote  effective  public  access  on   a  fee-for-service 
basis  to  our  vast  storehouse  of  scientific,  technical  and  business 
information. 
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Because  the  Patent  and  Trademark  Office  is  not  supported  by  taxpayer 
funds,  we  believe  that  the  user  fee  revenues  which  we  collect  should  be 
invested  in  providing  the  best  possible  service  to  our  customers.     In 
FY  1992  and  FY  1993,  the  Congress  did  not  appropriate  the  full  amount 
of  revenues  which  Patent  and  Trademark  Office  users  paid  for  services. 
More  than  $20,000,000  derived  from  a  statutory  patent  fee  surcharge 
imposed  on  November  5,  1990,  have  not  been  appropriated  to  date.    Many 
of  our  constituents  call  this  an  unfair  "tax  on  innovation."     While  all  of 
us  understand  the  problems  caused  by  the  growing  Federal  deficit,  we 
believe  it  is  important  to  recognize  that  the  elimination  of  all  taxpayer 
support  for  the  PTO's  program  represents  a  $495,000,000  offset  to  the 
deficit  for  the  period  1991-1995.     Many  of  our  constituents  call  this  an 
unfair  "tax  on  innovation."     I  urge  the  Subcommittee  to  appropriate  the 
full  amount  -  $103,000,000  --  which   users  will   pay  in  their  fees  to 
the  Patent  and  Trademark  Office  under  the  patent  surcharge  for 
specific   patent   services. 

Mr.  Chairman,  this  concludes  my  statement.     I  will  be  glad  to  answer 
your  questions. 
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TRADEMARK  FEE  INCREASE 


Mr.  MoLLOHAN.  Your  prepared  statement  notes  that  fiscal  year 
1994  budget  initiatives  total  $45,020,000  over  the  fiscal  year  1993 
enacted  level.  You  state  almost  90  percent  of  this  increase  is 
funded  through  higher  workload  revenues,  with  the  remainder 
being  funded  through  a  proposed  one-time  increase  in  the  trade- 
mark filing  fee. 

What  is  this  one-time  increase  of  $35  for  trademark  filing  fees 
based  on  and  why  are  you  requesting  the  increase  for  only  one 
year? 

Mr.  Kirk.  To  go  back  to  what  the  problems  are,  we  were,  up 
until  1990,  funded  with  revenues  from  taxpayer  dollars.  Certain 
overhead  costs  of  the  agency  were  funded  through  these  amounts. 
When  we  were  taken  off  taxpayer  dollars,  the  trademark  oper- 
ations then  had  to  absorb  a  greater  share  of  these  overhead  reve- 
nues, which  they  were  not  having  to  share  before. 

Secondly,  they  moved  into  new  quarters.  They  were  extremely 
cramped  and  they  moved  into  new  quarters,  and  the  rental  rates 
for  the  new  quarters  was  some  $3.4  million,  if  I  recall  correctly, 
higher  than  their  previous  rental  rates;  annually.  This  was  neces- 
sary because  there  was  terrible  crowding  and  the  trademark  oper- 
ation was  understaffed.  They  had  to  move  and  get  more  adequate 
space. 

And,  thirdly,  we  had  simply  an  increase  in  the  workload  cost.  We 
had  a  big  increase  in  filing  due  to  the  intent  to  use  legislation,  and 
the  fact  of  the  matter  is  the  big  increase  in  filings  is  not  totally 
offset  by  the  fees  coming  in  for  the  trademark  application.  The 
trademark  application  filing  fee  does  not  recover  100  percent  of  the 
cost  of  examining  and  registering  the  mark. 

The  way  the  trademark  fees  are  designed,  there  are  not  only 
filing  fees  but  also  renewal  fees  and  other  processing  fees  which  in 
the  aggregate  are  intended  to  collect  the  total  budget.  So  when  we 
had  a  big  surge  in  applications,  we  had  a  shortfall. 

When  we  request  this  increase,  it  is  to  collect  approximately  $4.8 
million  in  additional  trademark  revenues  in  1994  and  it  is  a  one- 
time increase  in  the  sense  that  we  are  only  asking  to  go  beyond  the 
Consumer  Price  Index  one  time,  which  is  the  limiter  for  us  in 
terms  of  raising  our  fees.  We  are  asking  to  go  beyond  that  limiter 
one  time.  But,  the  fee  would  then  be  a  permanent  fee  which  would 
then  be  increased  in  outyears  by  the  Consumer  Price  Index  inflat- 
er,  and  we  think  this  will  put  us  in  a  situation  where  we  can  then 
maintain  the  services  for  our  trademark  applicants. 

pro  AUTOMATION 

Mr.  MoLLOHAN.  Will  you  discuss  your  efforts  to  automate  and 
the  status  of  where  you  are  with  automation? 

Mr.  Kirk.  Well,  I  can  tell  you  this;  that  we  have,  as  you  know,  as 
you  are  well  aware  probably  better  than  I,  we  have  come  a  long 
way  since  we  began  this  program  in  1983.  We  have  automated  our 
trademark  search  files.  We  deployed  this  initially  to  the  examiners 
back  in  the  mid-1980's  and  made  it  required  use  for  them  in  the 
late  1980's,  so  that  all  of  the  applications  are  examined  against  this 
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database  of  trademark  registrations.  They  have  been  doing  that 
now  for  a  number  of  years. 

On  the  patent  side,  we  have  created  the  messenger  search 
system,  the  text  search,  and  that  has  been  available  to  all  examin- 
ers since  1987.  This  is  much  like  the  Lexis  database  used  by  law- 
yers, except  that  it  covers  patents  issued  beginning  in  1971.  To 
date,  1.4  million  patents  can  be  text  searched  by  the  Patent  Exam- 
ining Corps,  and  the  public  has  access  to  this  same  database  now  in 
our  Public  Search  Room.  There  are  eight  terminals  there  now.  We 
have  also  extended  it  to  14  of  our  patent  and  trademark  depository 
libraries,  so  that  the  public  around  the  country  has  access  to 
search  these  1.4  million  patents  with  text  search. 

In  addition  to  that,  we  have  image  search,  which  is  the  images  of 
interest  to  our  examiners.  Four  of  our  examining  groups  will  have 
this  image  search  capability  in  place  by  the  end  of  this  fiscal  year. 
In  July  of  this  year,  we  will  extend  the  image  search  to  what  we 
call  a  public  casino.  It  will  be  a  large  room  with  10  workstations 
initially  so  that  the  public  will  be  able  to  have  access  to  the  same 
image  search.  That  will  cover  all  of  the  patents  in  all  technologies 
in  this  public  search  facility  issued  from  1971  to  date,  across  all 
fields  of  technology.  That  is  where  we  stand  at  the  moment,  and  we 
are  moving  ahead  now. 

With  the  funding  provided  in  this  request,  we  will  add  an  in- 
crease of  $5  million  for  our  Patent  Application  Management 
system,  which  is  the  system  that  will  allow  us  to  receive  applica- 
tions electronically,  process  them  through  the  office  electronically, 
and  to  use  the  output  of  that  to  print  patents,  PTO  will  have  a 
number  of  savings  associated  with  it  when  fully  implemented. 

First  of  all,  it  will  be  a  significant  reduction  in  staff,  because 
transferring  the  paper  associated  with  189,000  patent  applications 
and  keeping  track  of  that  through  the  office  from  the  day  it  comes 
in,  to  the  day  it  goes  out,  is  monumental.  All  of  the  staff  associated 
with  this  can  be  reduced  with  the  patent  application  management 
system. 

The  printing  cost,  we  now  pay  about  $20  million  a  year  just  for 
the  key  stroking  to  put  patents  into  the  database.  With  the  new 
system,  this  capability  will  be  in  our  database  so  we  can  avoid 
these  sorts  of  costs. 

For  the  Patent  Application  Management  system,  which  we  hope 
will  begin  receiving  applications  in  1995  and  will  begin  printing 
from  that  in  1997,  we  are  making  aggressive  strides  to  bring  that 
into  place  now.  We  are  making  progress.  It  is  a  big  project  and  we 
are  doing  the  best  we  can  to  move  it  forward. 

AUTOMATION  INITIATIVES 

Mr.  MoLLOHAN.  Is  th6  $5  million  your  total  request  of  the  Com- 
mittee for  upgrading  equipment? 

Mr.  Kirk.  The  $5  million  is  for  PAM. 

Mr.  MoLLOHAN.  Patent  Application  Management. 

Mr.  Kirk.  Patent  Application  Management,  that  is  correct.  That 
will  be  the  big  chunk. 

We  also  are  asking  for  an  additional  $3  million  to  upgrade  what 
we  call  our  Patent  Application  Location  and  Monitoring  system. 


335 

PALM,  plus  providing  some  maintenance  for  the  network  that  we 
have  in  the  office  that  our  examiners  use  with  their  personal  com- 
puters. The  $3  million  will  go  to  the  combination  of  that  mainte- 
nance plus  what  we  call  the  PALM  System,  our  administrative 
system  for  keeping  track  of  patent  applications. 

Mr.  MoLLOHAN.  So  what  is  the  total? 

Mr.  Kirk.  About  $8  million  totally  with  PAM  and  with  the 
PALM  increases  for  1994. 

Mr.  MoLLOHAN.  And  when  you  project  that  out  to  the  point 
where  you  have  completed  these  upgrades,  how  much  money  are 
you  anticipating  requesting? 

Mr.  Kirk.  Are  you  talking  about  the  total  system? 

Mr.  MoLLOHAN.  Yes,  I  am. 

Mr.  Kirk.  If  we  are  talking  the  total  investment,  I  believe  we  are 
in  the  range  of  $1,037,000,000.  That  is  over  the  full  implementation 
of  20  years.  That  is  the  entire  APS.  So  that  is  text  search,  image 
search,  printing  patents  off  of  the  database,  the  patent  application 
management  system,  as  well  as  improvements  in  our  classification 
services.  So  that  is  fhe  entire  package  over  the  20-year  period. 

Mr.  MoLLOHAN.  And  that  20-year  period  began  in  what  year? 

Mr.  Kirk.  1983. 

Mr.  MoLLOHAN.  1983. 

Mr.  Kirk.  In  constant  1992  dollars. 

Mr.  MoLLOHAN.  Are  these  different  contractors,  different  manu- 
facturing? Are  these  companies  with  the  same  system?  What  differ- 
ent systems  are  you  employing  here? 

Mr.  Kirk.  Well,  I  would 

Mr.  MoLLOHAN.  You  said  it  is  a  Lexis  style? 

Mr.  Kirk.  Lexis  style  in  the  sense  that,  for  example,  referring 
now  to  our  text  search  system,  we  have  captured  the  full  text, 
really  it  is  a  by-product  of  our  printing  process  which  we  began 
back  in  1971.  We  have  captured  the  full  text  of  all  patents  that 
have  been  issued  since  1971,  beginning  January  1,  1971.  We  have 
now  put  these  into  the  database  so  that  an  examiner  or  a  member 
of  the  public  can  come  in  and  say,  I  would  like  to  see  all  of  the 
patents  that  deal  with  Doppler  radar.  The  system  will  then  come 
back  and  tell  you  that  it  has  3,212  patents  that  have  the  term 
Doppler  radar.  You  say  that  is  too  many  to  review.  You  add  in  a 
few  more  words,  Doppler  radar  associated  with  aircraft,  landing 
fields,  night  flying,  whatever  you  wish  to  put  in,  and  each  time  you 
do  that,  of  course,  you  cut  down  the  number  of  patents  that  contain 
all  of  these  terms. 

So  eventually  you  will  get  down  to  a  searchable  number  and  at 
that  point  you  can  then  call  up  the  patents  to  actually  review  them 
or  go  to  the  paper  files  and  pull  them  out.  It  will  give  you  the  num- 
bers of  those  patents  and  you  can  review  to  determine  whether 
they  are  relevant  to  the  invention  that  you  are  searching  and  the 
patent  application  before  you. 

Mr.  MoLLOHAN.  What  I  am  asking  is  who  is  manufacturing  these 
systems?  What  companies  are  you  dealing  with? 

Mr.  Kirk.  Well,  the  prime  contractor  is  referred  to  as  the  Plan- 
ning Research  Corporation.  They  are  in  charge  of  the  entire 
system.  We  work  with  them  to  bring  the  system  into  place. 
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PATENT  APPUCATION  MANAGEMENT  SYSTEM 

Mr.  MoLLOHAN.  Let  me  go  through  this  series  of  questions  on  the 
management  system.  You  are  requesting  an  increase  of  $7,950,000 
to  continue  the  development  of  the  PAM  system  to  automate  the 
patent  appUcation  process.  How  much  is  in  the  base  for  this  pro- 
gram? 

Mr.  Kirk.  Mr.  Lynch  informs  me  that  $1.14  million  is  in  the  base 
for  PAM.  Let  me  add  that  I  may  have  confused  you,  Mr.  Mollohan, 
because  it  is  $4.9  million  that  we  are  seeking  as  an  increase  in  1994 
for  PAM.  So,  it  would  be  $1.4  plus  the  $4.9  for  PAM.  The  other  $3 
million  is  for  the  Patent  Application  Location  and  Monitoring 
system. 

Mr.  Mollohan.  What  is  the  total  anticipated  cost  for  the  system? 

Mr.  Kirk.  For  the  entire  APS? 

Mr.  Mollohan.  For  the  entire  PAM  system. 

Mr.  Kirk.  About  $60  million  over  its  life. 

Mr.  Mollohan.  Assuming  you  receive  your  full  funding  request, 
when  will  this  system  be  completed? 

Mr.  Kirk.  We  would  expect  to  receive  applications  electronically 
in  1995  and  to  begin  printing  patents  out  of  the  system  in  1997. 
Those  are  our  current  expectations. 

Mr.  Mollohan.  Now,  Planning  Research  Corporation  is  manag- 
ing the  whole  system's  upgrade;  is  that  correct? 

Mr.  Kirk.  They  have  been  managing  the  patent  search,  the  text 
search  and  the  image  search  development.  The  PAM  system  will  be 
a  new  contractor  and  we  will  be  letting  that  contract,  I  believe, 
next  year,  in  1994.  So,  we  are  doing  the  preliminary  work  now  and 
we  will  contract  that  out  in  1994. 

Mr.  Mollohan.  Okay.  When  would  you  expect  to  rele£ise  the 
RFP  for  that? 

Mr.  Kirk.  This  is  Boyd  Alexander,  the  Deputy  Assistant  Commis- 
sioner for  Information  Systems. 

Mr.  Alexander.  We  would  expect  to  release  that  contract  as  an 
RFP  in  July  of  this  year. 

Mr.  Mollohan.  When  would  you  expect  to  execute  a  contract? 

Mr.  Alexander.  It  takes  about  12  to  18  months.  It  depends  on 
the  procurement  process  we  have  to  go  through  with  the  govern- 
ment. It  is  about  that  time  frame  before  we  would  actually  get  that 
computer. 

Mr.  Mollohan.  You  are  not  talking  about  letting  a  contract 
until  perhaps  the  beginning  of  the  fiscal  year  in  1995? 

Mr.  Alexander.  Pardon?  I  am  sorry,  July  of  1994  is  the  award. 
We  would  release  it  this  year,  in  July  of  this  year. 

Mr.  Mollohan.  You  said  it  might  take  18  months? 

Mr.  Alexander.  Twelve  to  18,  but  we  are  planning  now  on  the 
12-month  activity. 

Mr.  Mollohan.  That  is  a  good  recovery. 

Mr.  Alexander.  We  have  done  some  preplanning  and  have 
talked  with  GSA  and  briefed  people  and  we  expected  that  would  be 
the  case,  because  everybody  sees  the  benefits  from  this  and  they  be- 
lieve it  is  worth  trying  to  bring  in  the  benefits  £is  soon  as  we  possi- 
bly can. 
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Mr.  MoLLOHAN.  How  much  of  the  cost  of  the  system  are  you  re- 
questing for  the  1994  appropriation? 

Mr.  Kirk.  It  is  $6.4  miUion  all  together. 

Mr.  MoLLOHAN.  I  know  the  amount.  Is  that  the  total  cost  of  the 
system?  Would  you  expect  to  be  able  to  expend  all  of  that,  assum- 
ing you  were  able  to  let  the  contract  in  12  months? 

Mr.  Alexander.  Yes. 

Mr.  MoLLOHAN.  You  are  shaking  your  head,  Mr.  Kirk. 

Mr.  Kirk.  I  am  saying,  yes,  we  would  certainly  plan  to.  I  mean, 
the  total  cost,  as  I  said  before,  will  be  $60  million,  and  we  certainly 
hope  that  we  would  be  able  to  expend  that,  because  that  would 
mean  we  would  adhere  to  our  schedule,  which  we  very  much  want 
to  do. 

PAM  SAVINGS 

Mr.  MoLLOHAN.  Last  year,  former  Commissioner  Manbeck  told 
us  you  were  looking  at  a  potential  savings  of  60,000,000  to 
70,000,000  once  the  PAM  system  is  up  and  running.  Do  you  still  an- 
ticipate that  level  of  savings? 

Mr.  Kirk.  Yes,  we  do,  Mr.  MoUohan.  In  preparing  for  this  testi- 
mony, I  was  informed  that  the  savings  over  a  20-year  life  cycle  of 
the  Patent  Application  Management  system  will  be  $711  million; 
that  is  the  current  estimate.  So  you  might  say  that  once  it  is  oper- 
ational, we  could  be  saving  perhaps  as  much  as  $35  million  annual- 

ly. 

Mr.  MoLLOHAN.  Is  most  of  that  savings  coming  from  personnel 
reductions? 

Mr.  Kirk.  Some  of  it  comes  from  jiersonnel  reductions,  and  some 
of  it  will  come  from  the  savings  in  the  keyboarding  contract,  which 
is  over  $20  million  a  year. 

Mr.  MoLLOHAN.  Who  holds  that  contract  for  the  keyboarding? 

Mr.  Kirk.  ICC,  International  Computaprint  Corporation. 

Mr.  MoLLOHAN.  I  see.  How  much  of  that  savings  would  be  from 
reduction  of  personnel? 

Mr.  Alexander.  Not  quite  half. 

Mr.  Kirk.  I  am  advised  not  quite  half. 

Mr.  MoLLOHAN.  Approximately  half  in  personnel  reductions  and 
half  from 

Mr.  Kirk.  Contractor  cost. 

WORKING  CAPITAL  FUND 

Mr.  MoLLOHAN.  Commissioner  Manbeck  also  discussed  last  year 
the  possibility  of  creating  a  working  capital  fund  to  pay  for  this 
automated  system.  In  submitting  a  request  for  such  a  fund  as  part 
of  your  fiscal  year  1994  budget  request,  are  you  asking  for  the  es- 
tablishment of  a  working  capital  fund  in  this  budget. 

Mr.  Kirk.  No,  we  are  not.  We  took  a  closer  look  at  that  and  de- 
termined that  was  not  feasible  nor  was  it  necessary,  in  part  be- 
cause of  our  ability  to  begin  the  funding  of  PAM  with  the  space 
cost  reductions,  which  we  got  and  which  we  applied  to  PAM  begin- 
ning already  in  this  year. 

Mr.  MoLLOHAN.  Mr.  Rogers? 
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OMB  REQUEST 

Mr.  Rogers.  Thank  you,  Mr.  Chairman. 

How  much  did  you  request  of  OMB? 

Mr.  Kirk.  We  requested  $540  million. 

Mr.  Rogers.  How  are  you  going  to  manage  with  just  518? 

Mr.  Kirk.  Well,  the  difference  was  through  three  things,  basical- 
ly: The  personnel  savings  that  we  will  achieve  due  to  the  Presi- 
dent's reduction  in  personnel;  the  pay  raise  freeze  that  will  be  in 
effect  in  1994;  and,  thanks  to  this  Committee,  the  reduction  in  our 
space  cost  in  Crystal  City.  Those  three  combined  allow  us  to  live 
with  our  $518  million  request. 

Mr.  Rogers.  Well,  that  is  still  a  $45  million  increase  over  the 
current  year. 

Mr.  Kirk.  Yes,  sir. 

Mr.  Rogers.  So,  actually,  your  request  is  for  the  $415  million  plus 
authority  to  spend  $130  million  in  fee  surcharges? 

Mr.  Kirk.  Yes,  sir. 

Mr.  Rogers.  Now,  ho\y  much  of  an  increase  in  fee  surcharges 
over  the  current  year  is  that? 

Mr.  Kirk.  I  am  not  quite  sure  that  I  fully  understand  your  ques- 
tion, sir. 

fee  increase 

Mr.  Rogers.  Well,  are  you  asking  authority  to  charge  more  fees? 

Mr.  Kirk.  We  are  not  asking  for  any  increase  in  patent  fees  for 
fiscal  year  1994. 

Mr.  Rogers.  Any  other  fees? 

Mr.  Kirk.  We  are  asking  for  a  one-time  adjustment  past  the  Con- 
sumer Price  Index  of  the  trademark  fee.  The  filing  fee  would  go 
from  210  to  245  to  offset  some  added  cost  in  our  trademark  oper- 
ation. But  in  the  patent  area,  due  to  the  reductions  we  see  coming, 
we  will  be  able  to  absorb  the  inflation  and  other  increases  so  that 
we  will  not  need  to  increase  patent  fees  to  our  users  for  fiscal  year 
1994. 

Mr.  Rogers.  Increasing  the  trademark  fees  will  require  legisla- 
tion, will  it  not? 

Mr.  Kirk.  Yes,  sir. 

AUTHORIZING  LEGISLATION 

Mr.  Rogers.  You  are  proposing  authorizing  legislation,  correct? 

Mr.  Kirk.  That  is  correct.  We  have  prepared  an  authorizing  bill 
that  is  currently  going  through  the  clearance  process.  We  would 
expect  it  would  be  up  here  early  next  month.  That  legislation  does 
specifically  provide  for  this  one-time  adjustment  to  the  trademark 
filing  fee,  and  then,  after  that,  we  would  continue  as  we  have  for 
only  adjustments  up  to  the  CPI,  if  in  fact  that  is  necessary  to  main- 
tain our  operations. 

COST  OP  AUTOMATION 

Mr.  Rogers.  What  will  be  the  total  cost  of  PAM  automation 
when  completed? 
Mr.  Kirk.  $60  million. 
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Mr.  Rogers.  Over  how  many  years? 

Mr.  Kirk.  That  would  be  through  its  inception,  through  1998. 

Mr.  Rogers.  Last  year,  we  were  told  it  would  cost  70  to  80  mil- 
lion. Can  you  explain  why  that  is  now  reduced? 

Mr.  Kirk.  I  cannot,  sir.  I  would  certainly  be  happy  to  look  into 
that  and  see  if  I  can  provide  that  answer  to  you  in  writing. 

[The  information  follows:] 

We  expect  the  initial  deployment  of  PAM  which  will  permit  patent  applications  to 
be  filed  in  electronic  form  and  patents  to  be  printed  the  resulting  data  base  will  be 
completed  in  1997  at  a  cost  of  $57.5  million. 

Subsequent  integration  with  APS  will  require  license  fees,  hardware  and  software 
enhancements  and  Mixed  Media  development  totals  an  additional  $18.4  million  for 
the  fiscal  years  1990  and  2002.  Therefore,  the  $80  million  figures  goes  beyond  initial 
deployment  and  covers  the  additional  period  1998  to  2002. 

PAM  costs  estimates — dollars  in  thousands 

Fiscal  year:  Costs 

1992 $1,766 

1993 4,141 

1994 6,739 

1995 16,100 

1996 15,614 

1997 13,163 

Subtotal 57,523 


1998 4,657 

1999 3,921 

2000 6,606 

2001 3,921 

2002 3,921 

Subtotal 23,026 

Total 80,549 

Mr.  Rogers.  And  as  I  think  the  Chairman  asked  you,  you  are 
asking  $4.9  million  next  year  to  develop  that  system? 
Mr.  Kirk.  An  increase,  yes,  sir. 
Mr.  Rogers.  An  increase. 

Mr.  Rogers.  I  think  that  is  all.  Thank  you,  Mr.  Chairman. 
Mr.  MoLLOHAN.  Mr.  Moran. 

trilateral  data  agreement 

Mr.  Moran.  Thank  you,  Chairman  MoUohan. 

You  have  a  trilateral  data  agreement  with  Japan  and  Europe, 
but  you  charge  Japan  and  Europe  twice  the  fee  you  charge  the  gen- 
eral public,  and  they,  in  turn,  charge  more  as  well.  As  a  result, 
partly  as  a  result,  some  of  our  private  firms  are  disadvantaged  be- 
cause of  this  higher  fee  level  that  is  set. 

The  difference  cannot  be  accounted  for  by  additional  courier 
service  costs.  What  is  the  rationale  for  charging  twice  the  fee  that 
you  charge  the  general  public? 

Mr.  Kirk.  I  am  not  sure,  Congressman  Moran,  I  am  understand- 
ing your  question  fully.  Are  we  talking  about  the  filing  fee;  the  cost 
to  obtain  patents? 

Mr.  Moran.  That  is  right.  Well,  isn't  that  the  principal  fee  that 
you  have? 

Mr.  Kirk.  Yes,  it  is. 
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Mr.  MoRAN.  It  is  a  filing  fee  we  are  talking  about.  You  have  a 
trilateral  data  agreement  between  Europe,  Japan  and  the  United 
States  which  the  Congress  wanted,  but  the  filing  fees  are  twice 
what  you  charge  the  general  public. 

Mr.  Kirk.  Well,  let  me  give  part  of  an  answer  which  may  not  be 
responsive  and  then  you  can  correct  me. 

The  filing  fee  that  we  charge  applicants,  U.S.  and  foreign  alike, 
is  identical.  The  only  difference  we  make  is  whether  or  not  the  ap- 
plicant is  a  large  entity  or  a  small  entity.  If  it  is  a  small  entity,  we 
give  them  a  50  percent  fee  reduction  on  the  filing  issue  and  main- 
tenance fees. 

Now,  as  far  as  charging  foreign  applicants  and  U.S.  applicants, 
U.S.  residents  and  foreign  residents,  who  seek  patents  in  the 
United  States,  as  far  as  charging  them  the  same  fee,  this  is  an  obli- 
gation we  have  under  the  Paris  Convention  which  requires  that 
you  not  discriminate;  you  must  treat  foreign  nationals  the  same  as 
you  treat  U.S.  nationals. 

Mr.  MoRAN.  Is  there  a  different  data  fee  that  you  charge? 

Mr.  Kirk.  Mr.  Huther  has  been  working  with  the  trilateral. 

Mr.  Huther.  If  I  understand  your  question.  Congressman,  it 
deals  with  what  do  we  charge  the  Europeans  and  the  Japanese  to 
acquire  our  databases  and  what  do  we  charge  the  public  for  acquir- 
ing exactly  the  same  database.  There  are  two  different  prices  that 
are  involved  in  that. 

In  terms  of  the  formula  that  we  use  to  calculate  our  costs  for 
supplying  our  data  to  the  Europeans  and  Japanese,  it  was  an 
agreed  upon  formula  the  three  offices  negotiated.  Under  that  price, 
I  believe  we  charge  $14.53  per  reel  of  magnetic  tape  of  our  data.  It 
was  calculated  in  terms  of  the  lowest  possible  cost  base  that  we 
could  establish,  because  the  principal  advantage  of  this  is  if  we 
price  our  data  at  the  lowest  level,  we  would  expect  the  Japanese 
and  the  Europeans  to  do  exactly  the  same.  This  enabled  us  to  save 
about  $25  million  in  the  acquisition  of  the  Japanese  and  the  Euro- 
pean patent  databases,  some  approximately  65  million  pages  of 
patent  documentation. 

The  formula  we  used  to  calculate  the  price  for  charging  an  infor- 
mation industry  host,  or  any  other  American  citizen  that  would 
wish  to  buy  our  data,  is  in  accordance  with  the  standard  user  fee 
calculation  base  which  includes  other  costs  that  the  trilateral  data- 
base cost  does  not. 

For  example,  overhead  charges,  a  part  of  my  salary,  would  be  at- 
tributed to  the  delivery  of  the  data  to  the  United  States  applicants 
and  the  information  host  whereas  we  agreed  not  to  include  over- 
head costs  in  the  cost  base  for  the  Europeans  and  the  Japanese. 

If  we  had  included  it  in  ours,  they  would  have  included  it  in 
theirs.  It  would  have  increased  the  cost  we  would  have  had  to  pay 
to  acquire  the  rights  to  the  European  and  Japanese  databases.  So, 
we  think  this  is  the  lowest  cost  approach  to  the  patent  user,  who, 
of  course,  is  the  source  of  the  revenue  we  have  to  buy  these  data- 
bases. 

Mr.  MoRAN.  So  everyone  is  supportive?  This  is  not  a  problem? 

Mr.  Huther.  We  have  heard  no  complaints  about  this,  Mr. 
Moran,  since  1984  when  the  agreement  was  signed. 
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PTO  LEASE  COSTS 

Mr.  MoRAN.  Thank  you  for  clarifying  that. 

Now,  let  me  get  into  another  issue.  You  say  you  saved  $6.8  mil- 
lion, a  major  part  of  your  budget  request,  because  you  renegotiated 
leases  with  GSA. 

Can  you  tell  us  what  was  your  average  square  foot  lease  cost? 
Do  you  have  those  numbers? 

Mr.  Kirk.  Average  square  footage  was,  in  1992  the  actual  was 
$26.53  per  square  foot. 

Mr.  Kirk.  In  1993,  the  cost  is  planned  to  be  $27.66. 

Mr.  MoRAN.  Why  does  that  save  $7  million? 

Mr.  Kirk.  Well,  it  goes  back  to  the  fact  that  GSA  calculates  what 
the  market  "price  should  be  for  the  space  that  we  occupy,  and  that 
is  what  they  charge  us.  It  doesn't  matter  what  they  are  actually 
paying,  it  is  this  overall  formula  for  this  area. 

So  they  had  intended  to  go,  both  in  1992  and  1993,  to  a  much 
higher  level,  and  it  was  with  the  effort  and  help  of  this  subcommit- 
tee and  the  Senate  Appropriations  Committee  that  we  got  language 
in  GSA's  appropriation  legislation  that  suggested  that  they  would 
want  to  look  at  giving  us  something  that  was  closer  to  the  actual 
charge. 

So,  both  in  1992  and  in  1993,  they  have  lowered  what  they  would 
otherwise  have  planned  to  charge  us.  So,  that  is  where  the  savings 
come  from.  Had  it  not  been  for  that  language  and  that  help  we 
would  have  been  paying  $6.8  million  more  annually  this  coming 
year. 

Mr.  MoRAN.  Well,  the  market  rates  actually  went  down.  My  im- 
pression is  that,  to  use  a  colloquial  term,  GSA  is  ripping  off  these 
agencies  and  not  to  mention  the  landlords. 

Do  you  have  the  figures  for  what  GSA  was  actually  paying  the 
landlord  for  the  space  you  were  paying  $26  for? 

Mr.  Kirk.  We  can  provide  that  for  the  record.  We  don't  have  it 
with  us  this  morning. 

Mr.  MoRAN.  Well,  I  would  like  that.  I  have  some  situations 
where  GSA  was  charging  the  Navy  $55  a  square  foot  apparently 
for  space  they  were  actually  paying  $9  a  square  foot  for,  and  this  is 
not  going  to  be  as  extreme  a  situation,  but  I  really  want  to  find 
those  specific  figures  out.  I  would  be  very  much  interested  in  that. 

Mr.  Kirk.  We  will  get  those  for  you,  Congressman  Moran. 

Mr.  Moran.  Thank  you. 

[The  information  follows:] 

The  PTO  can  only  provide  an  estimate  of  the  rent  paid  to  the  lessor  (Charles  E. 
Smith  and  Westfield  Realty).  This  estimate  is  for  the  buildings  that  are  delegated 
for  management  by  the  PTO.  The  PTO  occupies  15  buildings  in  Crystal  City.  Dele- 
gated buildings  comprise  only  7  in  Crystal  City.  The  total  square  footage  cost  to  the 
lessor  is  about  $25.80  per  square  foot.  However,  the  average  square  footage  cost  for 
the  PTO  is  about  $29.33  for  delegated  buildings.  The  estimated  difference  of  $3.53  is 
13.7%  more  than  what  GSA  pays  Charles  E.  Smith  or  Westfield  Reality. 

Estimated  total  cost— 
Building  Total  square  foot 


Lessor's  GSA's 


Crystal  Mall  1 157,989        $3,675,000        $4,903,276 

Crystal  Park  2 184,433  5,680.000  5,942,340 
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Building  Total  square  foot 


Estimated  total  cost- 


Lessor's  GSA's 


Cn,st3l  Plaza  1  ''.1"  103,000  97,231 

Crvstal  Plaza  234 524,586        12,967,000        14,311,516 

South  Tower....:..' .:""i:il 139,024  3,636,000  4,379,081 

Total 1,010,205        26,061,000        29,633,444 

Note -Average  Cost   Per   Square   Foot.   Lessor's   Estimated   Cost:   $26,061,000/1,010,205  =  $25.80.   GSA's   Estimate  Cost:   $29,533,444/ 
1,010,205=$29.33.  Difference:  $3.53.  PTO  pays  GSA  13.7%  more  than  wfiat  GSA  pays  the  lessors. 

GSA  LEASES 

Mr.  MoRAN.  Would  you  find  it  more-I  won't  ask  you  if  you  find  it 
more  appropriate.  Would  you  find  it  easier  to  deal  with  the  land- 
lord that  provides  the  space  directly  so  that  you  could  negotiate  in 
terms  of  the  physical  upkeep  of  the  property  and  so  on,  than 
having  to  work  through  GSA?  Can  you  say  that  for  the  record? 

Mr.  Kirk.  Well,  I  think,  Congressman  Moran,  you  know  what  the 
answer  is  on  that,  so  I  think  I  will  leave  it  at  that. 

Mr.  Moran.  All  right,  we  will  have  to  deal  with  GSA  directly.  I 
am  sure  GSA  doesn't  have  any  representative  here  sitting  back 
there.  They  sit  back  and  collect  their  money. 

Mr.  Skaggs.  Different  subcommittee. 

Mr.  Moran.  Yes.  How  long  are  your  leases  on  this  property? 

Mr.  Kirk.  Our  leases  will  expire  in  the  1996-1997  time  frame. 

Mr.  Moran.  Have  you  made  any  plans  as  to  what  it  is  you  are 
going  to  do  at  that  point? 

Mr.  Kirk.  We  have  been  working  with  GSA  to  develop  a  prospec- 
tus. That  prospectus  is  currently  pending  approval  at  0MB.  We 
had  been  advised  earlier  it  should  be  coming  out  sometime  this 
spring,  and  we  would  start  the  process  for  soliciting  proposals  for 
new  space  for  the  Patent  and  Trademark  Office. 

We  have  earmarked  the  Northern  Virginia  area.  We  have  speci- 
fied certain  criteria  that  we  need  in  terms  of  public  transportation 
for  our  employees,  access  to  airports  and  the  like,  for  our  users, 
adequate  space  for  parking,  for  cafeterias  and  this  type  of  thing. 
Then  we  have  indicated  a  geographic  area  we  feel  would  allow  us 
to  retain  our  employees  that  we  currently  have  working  for  us. 

That  is  the  basis  of  this  prospectus.  That  will  go  out  and  we  will 
get  competitive  bids  from  people  in  the  area  on  the  basis  of  that, 
and  then  a  selection  would  be  made.  Hopefully,  we  would  be  ob- 
taining new  leases  sometime  in  that  1996-1997  time  frame. 

Mr.  Moran.  Have  you  determined  whether  you  would  have  pref- 
erence to  own  or  lease  space? 

Mr.  Kirk.  Well,  from  the  standpoint  of  our  users,  it  would  be  ob- 
viously preferable  for  us  to  own  the  space,  because  that  is  the  least 
cost.  However,  this  creates  some  problems  within  the  government, 
because  when  one  owns  space  and  has  to  buy  the  space,  there  is  a 
very  big  up-front  cost  associated  with  that.  So,  there  is  a  strong 
preference  not  to  have  to  swallow  a  very  big  up-front  one-time  cost 
like  this.  The  preference  now  is  for  lease,  because  that  keeps  the 
annual  costs  down. 

Mr.  Moran.  Unfortunately,  some  of  those  calculations  have  been 
based  upon  what  GSA  is  charging  rather  than  what  the  actual 
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lease  rates  are.  When  you  plug  the  actual  lease  rates  in,  it  becomes 
a  tougher  call  whether  it  is  actually  in  the  best  interest  to  own  or 
lease. 

Well,  let  me  let  Mr.  Skaggs  have  a  chance  as  well.  Thank  you  for 
your  responses. 

Mr.  MoLLOHAN.  Mr.  Skaggs. 

INTELLECTUAL  PROPERTY  RIGHTS 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

I  wanted  to  really  ask  you  to  address  some  policy  areas 
that  are  initially  beyond  budgetary  issues,  but  I  think  carry  budg- 
etary implications.  To  what  extent  has  the  Patent  Office  been  in- 
volved in  the  development  of  sort  of  the  competitiveness  strategy 
that  this  Administration  is  wanting  us  to  pursue? 

We  hear  an  awful  lot  about  the  central  importance  of  intellectu- 
al property  rights,  our  protection  of  those  relative  to  our  interna- 
tional competitors,  and  the  intellectual  properties  component  of  the 
GATT  negotiations.  I  want  to  get  a  feel  for  whether  you  all  have 
been  playing  a  role  in  that;  and  whether  you  think  you  should  have 
been  playing  a  bigger  role  in  that. 

Mr.  Kirk.  Well,  thank  you  for  the  question.  I  love  it.  This  goes 
back  to  my  usual  hat,  which  is  the  Assistant  Commissioner  for  Ex- 
ternal Affairs. 

We  have  been  working  very  hard  with  the  Office  of  the  Trade 
Representative  on  a  wide  variety  of  fronts.  During  the  Uruguay 
Round  negotiations  on  intellectual  property,  we  were  represented 
during  the  entire  seven  years  of  that  negotiation  on  the  delegation 
of  USTR.  Indeed,  at  the  end  I  wound  up,  through  longevity,  leading 
that  negotiation  at  the  closing  days  of  1991  that  developed  the  so- 
called  trade-related  aspects  of  the  intellectual  property  rights  text, 
the  TRIPS  text  on  intellectual  property. 

We  worked  with  USTR,  and,  for  example,  currently  we  are  work- 
ing with  them  in  a  review  of  the  Special  301  process,  where  we  go 
through  the  laws  of  all  of  our  trading  partners  to  determine  wheth- 
er or  not  their  patent  trademark  and  copyright  laws  are  adequate, 
according  to  our  standards.  Is  the  enforcement  adequate?  What 
problems  are  industries  having  with  the  countries  involved?  We 
are  participating  fully  in  that  interagency  process. 

I  have  working  for  me  a  small  cadre  of  patent,  trademark,  copy- 
right, and  trade  lawyers.  In  fact,  they  are  the  only  intellectual 
property  lawyers  that  do  this  sort  of  business  in  the  entire  govern- 
ment. That  is  one  of  the  reasons  why  we  work  with  USTR,  Depart- 
ment of  Commerce,  and  Department  of  State  on  these  sorts  of 
issues. 

We  have  also  been  very  active  in  working  with  the  State  Depart- 
ment on  the  patent  law  harmonization  negotiations,  on  the  ques- 
tion of  whether  the  United  States  should  accede  to  the  Madrid  Pro- 
tocol for  Trademarks,  which  would  allow  U.S.  trademark  owners, 
for  example,  through  filing  a  single  application  in  the  United 
States  Patent  and  Trademark  Office,  to  have  that  application  span 
out  over  the  world  into  a  number  of  countries  with  a  single  filing. 
Much  like  we  already  have  with  the  Patent  Cooperation  Treaty, 


344 

where  you  file  a  single  application  and  it  spreads  out  into  as  many 
as  54  countries. 

So,  we  are  doing  a  number  of  things  with  a  number  of  agencies 
on  this  front,  because  indeed,  we  believe  that  strong  protection  for 
intellectual  properties  abroad  is  vital  to  our  interest.  We  believe 
that  is  where  our  future  is. 

Mr.  Skaggs.  Well,  at  the  risk  of  an  awkward  metaphor,  it  seems 
to  me  this  type  of  designing  a  next  generation  automobile  is  abso- 
lutely critical,  as  well  as  the  mechanical  work  you  are  doing  on  the 
vehicles  currently  on  the  road.  And  I  just  want  to  make  sure  you 
have  the  resources  you  need  to  inform  our  government-wide  negoti- 
ation efforts  in  these  various  areas. 

Is  that  piece  of  your  budget  adequately  covered  in  what  0MB  has 

blessed? 

Mr.  Kirk.  Yes,  our  resources  for  that  are  adequate  to  the  task, 
because  we  have  sufficient  resources.  It  is  not  a  terribly  resource 
intensive  operation  in  terms  of  people.  Probably  the  bigger  problem 
has  nothing  to  do  with  the  budget  that  we  have  or  don't  have,  it 
has  more  to  do  with  finding  qualified  people  that  are  willing  to 
work  for  government  salaries  to  do  the  job.  That  is  probably  a  far 
more  difficult  task.  The  numbers  involved  are  not  large. 

INTERNATIONAL  APPLICATIONS 

Mr.  Skaggs.  I  didn't  realize  that  there  was  this  spreading  out 
globally  to,  I  think  you  said,  54  countries  based  on  a  filing  that 
would  be  made  here.  Do  those  54  countries  include  most  of  the 
markets  in  the  developed  world  that  our  companies  are  going  to  be 
concerned  with?  Are  there  big  holes  in  that  network? 

Mr.  Kirk.  No,  there  are  not  at  this  point.  It  includes  all  of  the 
major  European  states,  Japan,  Korea,  Mexico,  and  recently 
Canada.  So  one  can  use  the  Patent  Cooperation  Treaty  to  their  ad- 
vantage to  get  worldwide  protection,  to  date,  in  54  countries,  and  it 
is  growing  very  rapidly. 

The  process  is  that  you  file  a  single  application  in  the  U.S. 
Patent  and  Trademark  Office  and  it  is  called  an  international  ap- 
plication. We  search  it  and  then  we  send  that  application  and  the 
results  of  that  search  to  an  organization  in  Geneva  called  the 
World  Intellectual  Property  Organization  and  it  gets  fanned  out  to 
all  the  countries  you  have  designated.  You  don't  have  to  designate 
them  all;  you  can  pick  and  choose  among  them. 

So  20  months  after  you  have  initially  filed  that  application,  a 
counterpart  goes  to  each  of  the  countries  that  you  have  designated 
and  arrives  there  as  if  it  were  a  national  application  which  you 
had  filed.  At  that  point  then  you  begin  proceeding  as  if  it  were  a 
national  application,  which  indeed  it  becomes,  and  you  proceed 
under  the  national  laws  of  each  of  those  countries. 

But  it  does  give  you  a  way  to  get  on  file  quickly  in  the  English 
language  and  spread  it  out  throughout  the  world. 

Mr.  Skaggs.  You  mentioned  the  Special  301.  Is  that  under  the 
Trade  Act? 

ADEQUACY  OF  ENFORCEMENT  MECHANISMS 

Mr.  KiRK.  Yes,  it  is.  That  is  under  the  Trade  Act. 
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Mr.  Skaggs.  Does  that  mean  you  are  looking  at  the  adequacy  of 
enforcement  mechanisms  among  our  trading  partners  essentially? 

Mr.  Kirk.  Yes,  we  are. 

Mr.  Skaggs.  And  what  are  you  finding? 

Mr.  Kirk.  A  mixed  bag.  If  one  were  talking  about  certain  coun- 
tries, for  example,  in  the  Far  East,  Taiwan  does  not  distinguish 
itself  with  outstanding  enforcement  mechanisms.  Even,  for  exam- 
ple, some  of  our  European  trading  partners  could  do  better  jobs. 
Spain  comes  to  mind.  It  has  had  some  recent  difficulties  with  re- 
spect to  the  trademark  field.  So  we  look  at  all  of  the  areas. 

You  rightfully  point  out  enforcement,  because  that  is  probably 
the  most  difficult  to  get  your  hands  around.  The  question  of  inad- 
equate enforcement  can  be  the  fault  of  the  country,  or  can  be  the 
fault  of  the  applicant.  It  is  a  much  more  difficult  thing  to  deal 
with.  But  we  look  at  patents  and  trademarks;  we  look  at  copy- 
rights, industrial  designs,  et  cetera,  and  in  each  of  those  countries 
we  look  at  enforcement  and  try  to  make  judgments. 

Then,  based  on  the  overall  picture  we  see  and  how  much  effort 
these  people  are  making  to  improve  their  system,  how  much  invest- 
ment they  are  making  to  adopt  a  new  patent  law,  a  new  trademark 
law,  how  much  are  they  doing  to  increase  the  enforcement  in  the 
country.  An  evaluation  is  made  and  they  are  told,  okay,  you  are 
moving  along  adequately,  we  will  do  nothing;  or  they  get  on  the 
watch  list,  the  priority  watch  list,  or  if  they  are  doing  nothing  they 
are  designated.  At  that  point,  then,  intense  negotiations  begin. 

The  idea  is  that  the  country  must  eliminate  these  offensive  pro- 
visions; the  inadequate  enforcement  or  the  inadequate  laws.  They 
must  eliminate  those  and  have  definite  plans  for  when  that  issue 
will  get  well  or  the  Trade  Representative  can  ultimately  seek  some 
type  of  retaliation. 

Mr.  Skaggs.  So  if  there  is,  essentially,  a  willful  or  intentional 
government  policy  in  one  of  these  countries  to  turn  a  blind  eye  to 
reasonable  requests  for  enforcement,  that  would  presumably  get 
them  into  this  designation  category  on  the  Section  301  list  at  some 
point? 

Mr.  Kirk.  At  some  point,  yes,  it  would. 

Mr.  Skaggs.  And  I  have  heard  also  that  improved  and  more  con- 
sistent international  enforcement  is  one  of  our  negotiating  objec- 
tives in  that  aspect  of  the  Uruguay  Round  that  you  referred  to  ear- 
lier? 

Mr.  Kirk.  Very  much  so.  The  Uruguay  Round  has,  I  think,  the 
first  detailed  chapter  on  enforcement  of  intellectual  property  rights 
of  any  international  agreement  ever.  Now,  of  course,  it  is  not  yet  in 
effect. 

What  happened  is  that  NAFTA  came  along  and,  basically,  the 
NAFTA  text  on  intellectual  property  started  with  the  Uruguay 
Round  text  on  intellectual  property.  Since  we  were  only  dealing 
with  three  countries,  then  it  was,  obviously,  easier  to  make  im- 
provements in  certain  areas.  Where  you  could  not  make  it  in  the 
context  of  100  nations,  you  could  make  it  in  the  context  of  three. 

But,  the  enforcement  aspect  of  NAFTA  is  essentially  identical  to 
that  in  the  TRIPS  text,  and  of  course  it  may  well  be  the  first  imple- 
mented, but  that  is  an  extremely  important  aspect  of  both  of  those 
agreements. 
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ECONOMIC  VALUE  OF  ID  PROTECTION 


Mr.  Skaggs.  Do  we  have  any  kind  of  economic  model  that  can 
attach  a  value  to  the  U.S.  economy  of  that  aspect  of  the  current 
GATT  draft  or  the  Uruguay  Round  draft  text,  the  TRIPS;  if  that  is 
the  acronym  you  have  used? 

Mr.  Kirk.  Yes. 

Mr.  Skaggs.  I  just  wonder.  My  impression  is  that  it  is  enormously 
important  for  us  relative,  to  some  of  the  other  areas  that  we  are  still 
pushing  on,  whether  it  is  subsidies  for  agricultural  products  or 
whatever.  It  is  always  a  gamble  about  how  much  you  continue  to 
want  to  get  a  better  agreement  for  U.S.  purposes  without  risking 
the  whole  thing  falling  apart. 

And  I  wonder  if  we  have  been  able  to  attach  any  kind  of  per 
annum  dollar  figure  to  what  we  think  we  will  realize  out  of  this 
enhanced  intellectual  property  protection. 

Mr.  Kirk.  To  start  by  answering  the  question  of  whether  there  is 
a  model,  there  is  not.  It  tends  to  go  more  industry  by  industry,  and 
as  you  may  recall,  the  International  Trade  Commission  did  a  study 
about  four  years  ago  at  the  request  of  then-Trade  Representative 
Clayton  Yeutter,  and  they  came  out  with  a  range  of  figures,  some- 
thing in  the  $40  billion  to  $60  billion  range. 

Mr.  Skaggs.  Per  year? 

Mr.  Kirk.  Per  year,  lost  to  inadequate,  ineffective  intellectual 
property  protection.  I  think  based  on  the  survey  and  the  way  it  was 
taken,  I  would  not  stake  my  mortgage  on  its  accuracy,  but  it  is  a 
big  number. 

INTERNATIONAL  COOPERATION 

Mr.  Skaggs.  Where  is  the  PRC  in  this  particular  area? 

Mr.  Kirk.  The  PRC,  when  facing  the  possibility  of  a  designation 
has  moved  very  well  in  the  last  12  months.  They  have  joined  the 
international,  the  premiere  international  copyright  convention,  the 
Berne  Convention.  They  have  upgraded  their  patent  law  to  now 
protect  pharmaceuticals  and  agricultural  chemicals. 

They  have  also  agreed  to  what  is  referred  to  as  a  patent  pipeline, 
which  means  that  if  I  am  a  pharmaceutical  or  an  agricultural 
chemical  company,  I  make  an  invention  today  but  it  will  be  10  or 
12  years  down  the  road  before  I  can  actually  use  it  commercially.  I 
have  to  go  through  the  clearance  process.  To  a  country  that  adopts 
patent  protection  for  pharmaceuticals  or  agricultural  chemicals  for 
the  first  time,  the  pipeline  concept  means  the  United  States  will 
not  ask  the  country  to  take  anything  off  the  market  that  it  has  al- 
ready put  on  the  market.  We  do  not  try  to  take  anything  away  that 
a  country's  companies  and  citizens  are  already  using.  But,  if  they 
are  looking  at  some  of  these  inventions  that  are  in  the  regulatory 
pipeline  in  the  United  States,  and  that  are  already  the  subject  of  a 
patent  but  have  not  yet  been  approved  for  use  if  they  are  thinking 
of  using  some  of  those  inventions,  the  patent  pepeline  concept  says 
to  stop  now.  Don't  wait  until  the  patent  in  the  U.S.  expires  before 
it's  put  on  the  market  in  their  country. 

The  Chinese  have  agreed  to  that  type  of  a  system.  They  have 
come  a  long  way.  However,  they  still  need  improvement  in  the  en- 
forcement area. 
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Mr.  Skaggs.  I  was  going  to  say,  you  are  talking  about  putting  a 
structure  in  place.  Whether  or  not  it  actually  operates  successfully 
is  an  open  question  still,  I  gather. 

Mr.  Kirk.  I  think  it  takes  time.  The  easy  task  is  to  develop  the 
law.  The  more  difficult  task  that  can  only  be  determined  with  time 
and  observance  is  the  law  being  enforced. 

PATENT  TERM  EXTENSION 

Mr.  Skaggs.  A  more  domestic  question.  I'm  interested  in  your  re- 
lationship with  the  FDA,  the  interrelationship  between  the  length  of 
patent  and  drug  approval  process,  research  monies  going  into  the 
development  of  new  pharmaceuticals,  and  the  public  worries  about 
the  costs  of  those.  There  have  been  suggestions  that  we  should  have 
a  longer  patent  period  protection  for  pharmaceuticals  because  of 
some  of  these  things,  and  I  would  like  to  hear  your  cut  on  all  of 
that. 

Mr.  Kirk.  Well,  back  in  1984,  the  Congress  culminated  a  number 
of  years  of  efforts  with  what  was  referred  to  as  the  Patent  Law  Ex- 
tension Act.  Basically  that  Act  was  a  series  of  compromises  that  we 
think  benefits  both  the  companies  as  well  as  consumers,  because  it 
has  a  balance  to  it. 

Pharmaceutical  companies,  take  8  to  12  years  to  obtain  market- 
ing approval  for  a  new  chemical  entity,  especially  when  it's  the 
first  time  use  and  there  is  no  evidence  about  its  safety  and  efficien- 
cy. The  effort  is  divided  into  two  phases.  One  phase  is  research 
effort  and  documentation  effort  the  company  does  on  its  own,  and 
then  a  second  period  is  when  all  of  this  data  is  turned  over  to  the 
Food  and  Drug  Administration  and  they  review  it  to  determine  the 
data's  adequacy.  Half  of  that  first  period  and  all  of  that  second 
period  is  added  back  and  the  patent  term  is  extended  by  that 
amount  with  a  cap  of  five  years. 

Mr.  Skaggs.  That  is  current  law? 

Mr.  Kirk.  That  is  current  law.  If  the  review  takes  10  years  and 
one  starts  the  process  at  the  same  time  they  file  a  patent  applica- 
tion, it  cuts  maybe  eight  years  off  the  effective  market,  then  you 
get  five  years  added  back  on. 

Now,  at  the  end  of  that,  if  a  generic  pharmaceutical  company 
wished  to  manufacturer  that  same  product,  it  had  to  develop  a  lot 
of  the  same  data.  It  had  to  go  through  some  large  hurdles  in  order 
to  get  that  product  on  the  market,  even  though  the  patent  was  ex- 
pired, because  it  had  to  go  through  certain  of  the  same  regulatory 
approval  process. 

Coupled  with  the  patent  term  extension,  what  was  called  the  ab- 
breviated new  drug  application  procedure.  It  sped  up  the  time 
when  a  generic  firm  could  get  on  the  market.  Basically,  the  law  ex- 
tended the  patent  for  the  proprietary  company,  but  then  allowed 
the  generic  firm  to  bring  that  product  on  the  market  much  quicker 
and  much  more  fully  at  the  end  of  the  patent  term.  So  the  law 
struck  a  balance. 

I  am  not  aware  at  this  time  that  there  has  been  a  great  deal  of 
effort  to  change  that  particular  process.  The  Japanese  have  adopt- 
ed a  patent  term  extension  proposal  and  so  have  the  Europeans. 
They  have  followed  the  U.S.  model  on  this,  and  we  try  to  encour- 
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age  other  countries  as  well  to  follow.  I  think  there  has  been  rela- 
tive comfort  with  the  way  our  law  has  operated. 

COMPARABLE  PROCESSING  TIMES 

Mr.  Skaggs.  How  does  the  basic  processing  time  for  an  applica- 
tion acted  on  here  compare  with  the  comparable  processes  in  the  EC, 
let's  say,  and  Japan?  Obviously,  there  are  costs  involved  in  that  and  I 
am  wondering  how  we  stack  up? 

Mr.  Kirk.  In  terms  of  time,  we  are  by  far  the  leaders.  Our  cur- 
rent average  pedency  time  from  the  date  the  application  is  filed 
until  the  date  the  patent  is  issued-on  an  average-is  19.1  months. 
Now,  that  would  contrast  with  an  average  in  Japan  of  approxi- 
mately 60  months,  and  in  many  cases,  about  48  months  in  the  Eu- 
ropean Patent  Office. 

Mr.  Skaggs.  Through  that  international  clearinghouse  and 
Geneva  process,  that  60  or  48  months  begins  to  run  at  the  20- 
month  point  that  you  said  was  sort  of  the  trigger  point  for  those 
designated  countries  to  treat  a  U.S.  filing  as  a  filing  nationally  in 
their  own  countries? 

Mr.  Kirk.  Well,  it  doesn't  quite,  because  at  the  time  it  reaches 
these  national  offices  and  I  think  most  of  the  American  applicants 
go  to  the  European  Patent  Office,  which  covers  a  number  of  those 
countries.  At  the  time  it  reaches  the  door  of  these  two  offices,  the 
patent  comes  in  with  a  search  already  prepared  so  they  are  into 
the  process. 

Mr.  Skaggs.  Okay. 

Mr.  Kirk.  It  is  not  like  they  are  starting  from  scratch  at  that 
point. 

Mr.  Skaggs.  In  any  case,  is  it  fair  to  conclude  we  don't  have  any- 
thing to  learn  from  any  of  our  competitors  about  how  to  speed  this 
process  up? 

Mr.  Kirk.  Not  on  speed,  no,  sir,  we  do  not. 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman.  Thank  you  very  much, 
Mr.  Kirk. 

PATENT  FILINGS 

Mr.  MoLLOHAN.  I  have  a  couple  of  questions  about  the  level  of 
fihngs.  How  does  the  actual  number  of  patent  filings  to  date  in 
fiscal  year  1993  compare  to  what  was  anticipated  when  you  submit- 
ted your  1993  budget  request  to  us  last  year? 

Mr.  Kirk.  I  think  we  are  a  little  below.  In  1992,  we  had  planned 
about  175,000  in  1992.  We  actually  received  172,539.  This  current 
year  we  had  planned  for  182,000.  We  are  running  slightly  below 
that,  but  it  is  too  early  to  tell  whether  it  will  be  significantly  below 
or  not.  Because  typically  the  last  two  quarters  of  the  year  are 
higher  filing  times. 
Mr.  MoLLOHAN.  It  sounds  like  it  is  tracking  pretty  closely,  actual- 
Mr.  Kirk.  It  is  tracking  fairly  closely,  yes,  sir. 
Mr.  MoLLOHAN.  Do  you  feel  that  there  is  any  impact  from  the  3.2 
percent  fee  increase  implemented  in  October  1993? 

Mr.  Kirk.  No,  sir,  we  do  not.  Overall,  looking  at  the  rates  for  fil- 
ings over  the  years  and  the  fee  increases,  there  has  been  very  little 
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discernible  impact  on  the  level  of  applications  filed.  It  probably  has 
more  to  do  with  economic  trends,  for  example,  the  number  of  appli- 
cations coming  out  of  Europe  has  fallen  off  some,  and  that  prob- 
ably says  more  about  the  European  economy  than  it  says  about  our 
filing  fees. 

The  only  times  that  we  have  really  seen  a  direct  impact  on  the 
level  of  filing  was  back  in  1983,  when  we  had  what  we  referred  to 
as  the  "September  dump"  because  we  were  raising  fees  significant- 
ly on  October  1  so  everybody  cleaned  off  their  desks.  We  had  this 
huge  peak  in  September  and  it  dropped  down  in  October,  but  basi- 
cally it  caught  back  up  and  stayed  on  track. 

Mr.  MoLLOHAN.  I  cannot  imagine  any  way  that  you  could  capture 
this  information,  but  I  am  curious.  The  committee  has  been  fund- 
ing an  advanced  technology  program  through  NIST  for  the  last  sev- 
eral years.  Do  you  discern  any  increase  in  filings  as  a  result  of  the 
advanced  technology  program,  or  is  there  any  way  for  you  to  make 
that  determination? 

Mr.  Kirk.  I  think  it  would  be  extremely  difficult,  because,  first  of 
all,  we  do  not  normally  keep  track  of  where  the  NIST  money  would 
go.  We  don't  know  who  the  beneficiaries  are  to  make  determina- 
tions of  what  they  were  doing  was  generating  additional  filings.  At 
this  point,  we  would  really  not  have  any  information  relevant  to 
that. 

JAPANESE  PATENT  SYSTEM 

Mr.  MoLLOHAN.  When  you  were  answering  Mr.  Skaggs'  questions 
about  the  length  of  time  it  takes  to  process  a  patent  in  Japan,  that 
is  surprising  to  me,  first  of  all,  it  would  take  60  months. 

Mr.  Kirk.  That  is  being  kind. 

Mr.  MoLLOHAN.  Indeed.  Given  their  reputation,  which  may  not 
be  correct,  for  being  able  to  commercialize  technology  far  faster 
than  we  are  able  to  do  in  this  country? 

Mr.  Kirk.  Well,  I  believe,  Mr.  Mollohan,  that  it  has  more  to  do 
with  the  Japanese  approach  to  their  patent  system  than  it  does 
with  respect  to  anything  else.  There  has  been  a  lot  of  thinking  in 
the  United  States  and  elsewhere  that  the  Japanese  do  not  view 
their  patent  system  the  same  as  we  view  ours.  We  view  ours  as  a 
way  to  stimulate  investment  in  research  and  development  activi- 
ties, to  create  new  inventions.  The  payoff  for  this,  if  you  are  suc- 
cessful, is  a  limited  exclusive  right  of  17  years. 

Many  feel  that  the  Japanese  take  a  rather  different  approach; 
that,  to  them,  getting  the  technology  disclosed  so  that  all  can  see  it, 
share  it,  and  use  it  may  be  more  of  a  motivating  factor  than  the 
exclusivity  associated  with  the  patent  right. 

Indeed,  they  built  a  brand  new  state-of-the-art  patent  office  in 
Japan  just  a  few  years  ago.  The  day  it  was  finished  it  was  too 
small,  and  we  have  been  after  them  for  years  to  increase  their 
staff.  We  had  a  steiff  of  under  900  examiners  back  in  1982.  We  have 
now  approximately  1750  examiners  to  deal  with  the  increase  in 
workload  to  keep  our  pendency  down,  to  address  the  problem. 

Mr.  Mollohan.  Are  you  saying  that  they  don't  achieve  protec- 
tion and  that  they  just  achieve  a  certain  currency  through  their 
patent  process? 
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Mr.  Kirk.  They  achieve  protection,  but  they  achieve  it  slowly. 

Mr.  MoLLOHAN.  And  what  happens  during  the  period  in  which 
they  are  processing  the  papers  for  the  patent  protection?  Are  other 
people  allowed  to  use  it?  -=--^-' 

Mr.  Kirk.  Yes.  What  happens  in  most  other  countries  of  the 
world  is  that  18  months  after  the  application  is  filed,  it  is  pub- 
lished. For  example,  looking  at  it  from  the  standpoint  of  the 
United  States,  it  is  not  18  months  from  the  date  our  applicant  filed 
in  Japan,  it  is  18  months  from  the  date  our  applicant  filed  in  the 
United  States.  Publication  is  measured  from  the  earliest  issuing 
date  that  the  application  has  an3rwhere. 

Forgetting  PCT  for  a  moment,  if  you  go  exclusively  on  a  national 
basis,  six  months  after  you  file  in  Japan,  your  application  is  pub- 
lished and  it  sits  there  for  another  four  and  a  half  plus  years,  pub- 
lished for  anybody  to  see  and  use.  Now,  if  they  use  it,  at  some  point 
way  down  the  road,  they  may  have  to  pay  you  a  royalty  for  the 
use.  But  in  the  meantime,  they  have  enjoyed  the  fruits  of  your  in- 
vention for  that  four  and  a  half  year  or  longer  period  of  time. 

It,  in  effect,  is  kind  of  a  common  trough  and  everybody  comes  in 
and  uses  what  they  like.  Maybe  they  will  pay  royalties  later, 
maybe  they  won't.  If  it  is  an  extremely  important  invention,  one 
that  is  fundamental  to  an  industry,  there  is  a  funny  way  that  those 
types  of  inventions  have  of  taking  a  lot  longer  than  60  months. 

Mr.  Skaggs.  Would  you  yield  on  that,  Mr.  Chairman? 

Mr.  MoLLOHAN.  Certainly. 

Mr.  Skaggs.  I  am  wondering  whether  we  should  also  conclude  that 
it  is,  in  some  sense,  an  ideal,  at  least  in  the  way  you  view  the  oper- 
ation of  the  office,  that  the  publication  date  and  the  offering  proc- 
essing time  ought  to  be  roughly  the  same.  We  are  at  19  months  and 
18  months,  so  the  slippage  there  is  minimal.  Is  that  a  correct  infer- 
ence to  draw? 

Mr.  Kirk.  Well,  many  people  in  the  United  States  have  long  felt 
that  there  is  a  bargain  that  is  struck  between  the  applicant  and 
the  government  and  its  citizens.  The  bargain  is  that  I  will  disclose 
my  invention  to  you  and  you  give  me  an  exclusive  period  of  use. 

When  you  go  to  automatic  publication,  any  fixed  date  after 
filing,  whether  18  or  24  months,  you  may  not  have  your  bargaining 
completed.  So,  you  have  had  your  invention  disclosed  but  the  Gov- 
ernment has  not  promised  you  any  exclusive  rights  yet.  Some 
people  feel  that  is  the  right  thing  to  do,  to  get  it  done  before  there 
is  publication. 

Now,  there  is,  obviously,  another  side  to  this,  and  that  is  that 
many  applicants  really  are  not  interested  in  getting  a  patent  right 
away  and  they  don't  mind  the  publication.  If  you  see  the  publica- 
tion of  your  competitors,  you  know  where  they  are  going,  you  know 
what  to  avoid,  you  can  build  on  what  they  are  doing.  So  there  are 
side  benefits  of  publication. 

I  don't  mean  it  to  be  in  a  totally  negative  way,  but  we  do  believe 
it  would  be  useful  to  be  able  to  finish  our  work  and  that  the  publi- 
cation be  by  the  patent  grant.  If  there  is  no  patent,  there  is  no  pub- 
lication. 

Mr.  Skaggs.  Thank  you. 
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18-MONTH  PENDENCY  PERIOD 


Mr.  MoLLOHAN.  What  is  the  18-month  approval  period?  Why  is 
18  months  a  target?  Seems  hke  a  long  time  to  me. 

Mr.  Kirk.  There  are  a  number  of  reasons  for  that.  First,  it  is  the 
period  that  exists  around  the  world  for  publishing  applications.  So, 
if  we  can  complete  our  work  and  have  our  patents  issued  at  18 
months,  the  applicant  is  literally  going  to  know  prior  to  18  months 
whether  they  are  going  to  get  a  patent.  And  if,  in  fact,  they  know 
that  they  are  not  going  to  get  a  patent  in  the  United  States,  and  if 
they  have  filed  an  application  abroad,  then  they  can  take  steps  to 
stop  that  application  from  being  published  so  that  they  can  retain 
their  invention  to  themselves.  If  it  is  capable  of  being  used  as  a 
trade  secret,  they  can  do  that. 

Secondly,  the  18-month  period  is  about  the  optimum  time  from 
our  standpoint  of  processing  an  application.  The  time  from  when 
an  application  comes  into  our  mail  room  to  when  it  reaches  an  ex- 
aminer's desk  is  in  the  one  to  two  month  range  after  it  goes 
through  all  the  preprocessing,  the  examiner  then  writes  a  first 
opinion  on  patentability.  The  applicant  responds  and  the  examiner 
considers  the  arguments,  and  concludes  the  examination  with  a 
second  opinion.  The  idea  is  to  decide,  okay,  you  either  get  a  patent 
or  you  don't. 

Now,  if  there  is  still  a  disagreement,  the  applicant  can,  obvious- 
ly, appeal,  but  we  have  found  this  two-step  process,  which  we  call 
second  action  final,  second  action  conclusion,  works  well  to  get  the 
process  ended  within  18  months.  It  is  doable  in  our  experience. 

A  third  reason,  sort  of  an  underlying  reason,  is  the  idea  of  get- 
ting the  technology  out  to  the  public.  We  thought  that  18  months 
does  make  sense  as  a  time  period  to  shoot  for  to  have  the  technolo- 
gy out.  Then  you  minimize  wasted,  duplicative  research  or  some- 
body doing  something  that  has  been  done  somewhere  else  but  has 
not  been  publicized  yet. 

Mr.  MoLLOHAN.  Mr.  Kirk,  we  have  a  couple  other  questions 
which  we  will  submit  for  the  record.  We  appreciate  your  appear- 
ance here  today  and  your  testimony. 

Mr.  Kirk.  Thank  you,  sir. 

Mr.  MoLLOHAN.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  for  the  Record  from  Chairman  Smith 

PATENT  AND  TRADEMARK  OFFICE 

Administrative  and  FTE  Reductions 


QUESTION: 

The  President  has  directed  all  Federal  agencies  to  take 
certain  reductions  in  full  time  equivalent  (FTE) 
positions  and  administrative  expenses.  What  impact  will 
these  directives  have  on  the  operations  of  the  Patent  and 
Trademark  Office? 

ANSWER: 

First,  cancellation  of  the  1994  pay  raise  along  with 
savings  from  reductions  for  FTE  positions  and 
administrative  expenses  will  reduce  our  1994  request  by 
approximately  $14,846,000.  Second,  we  have  savings  of 
$6,759,000  in  space  costs  through  a  reappraisal  of  the 
commercial  value  of  our  leases.  These  actions,  together 
with  the  projected  growth  in  FY  1994  workloads  and  fee 
revenues,  will  enable  the  PTO  to  carry  out  the  FY  1994 
program  with  no  CPI  adjustment  in  patent  fees. 

However,  the  reduction  in  FTE  positions  will  have  a 
negative  impact  on  our  ability  to  maintain  the  quality 
and  timeliness  of  our  programs.  The  impact  of  the 
reduction  in  FTE  positions  to  the  PTO  in  1994  is  a  cut  of 
351  FTE  from  our  request  to  0MB.  In  FY  1994,  with  a 
reduced  ceiling  of  4,973  FTE  positions  the  PTO  will  be 
able  to  manage  this  reduction  through  the  application  of 
several  strategies. 

The  PTO  will  preserve  the  "pipeline"  production 
systems  for  patents  and  trademarks  as  much  as 
possible.  The  goal  will  be  to  continue  to  maintain 
the  pendency  goals  of  18  months  for  patents  and  3/13 
months  for  trademarks.  In  patents,  FTE  will  be 
focused  to  areas  of  high  activity  and  of  the  newest 
technologies,  e.g.,  biotechnology  and 
computer-related  fields. 

Consolidate  positions  and  eliminate  overhead,  e.g., 
sharing  of  secretaries. 

Increase  use  of  overtime  where  cost  efficient,  e.g., 
professional  patent  and  trademark  examination. 

-    Discontinue  lower  priority  tasks. 

Finally,  if  possible,  to  increase  use  of  contractor 
provided  services  in  lieu  of  Federal  employees. 
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Beyond  FY  1994,  the  problem  becomes  more  severe  and  the 
PTO  will  not  be  able  to  respond  to  our  ever  increasing 
workloads  with  the  reduced  ceilings  proposed  for  FY  1995 
and  beyond.  For  FY  1995  the  reduced  ceiling  is  four 
percent  below  our  FY  1993  base.  The  proposed  ceiling  of 
4,897  for  FY  1995  will  make  it  virtually  impossible  to 
provide  the  quality  and  timeliness  of  services  for  which 
our  users  will  be  paying. 

QUESTION: 

Please  provide  for  the  record  a  detailed  breakout  of  the 
$15  million  in  salary  administrative  savings  by  object 
classification. 

ANSWER: 


Object  Class 

1111  Ful l-time  perm. 

1113  Other  than  full-time 

1119  Total  conip. 

1121  Civ.  pens,  benefits 

1210  Travel  of  persons 

1220  Transportation 

1233  Comm.,  util  &  other 

1240  Printing  &  reproduct. 

1252  Other  services 

1260  Supplies  &  materials 

1990  Total  PTO 


1994 
Pay 
Raise 
(7,502) 
(132) 
(7,634) 
(1,243) 
0 
0 
0 
0 
0 

0 

(8,877) 


Admin. 
Reduction 
0 

0 

0 

0 

(11) 

(14) 

(114) 

(27) 

(429) 

(73) 

(668) 


FTE 
Reduction 
(4,141) 

g 

(4,141) 
(1,160) 
0 
0 
0 
0 
0 

0 

(5,301) 


Total 

Savings 

(11,643) 

Ulil 

(11,775) 

(2,403) 

(11) 

(14) 

(114) 

(27) 

(429) 

(73) 

(14,846) 


GSA  Rental  Costs 


QUESTION: 


During  last  year's  hearing,  former  Commissioner  Manbeck 
was  very  concerned  about  increases  in  GSA  rental  charges 
for  your  space  in  Crystal  City.  You  mention  in  your 
statement  that  your  budget  recjuest  reflect  a  $6.8  million 
savings  resulting  from  a  reappraisal  of  the  commercial 
value  of  your  leases.  Does  this  mean  that  GSA  was 
receptive  to  your  concerns? 

a.    Please  briefly  describe  for  the  Committee  the 

process  by  which  you  were  able  to  achieve  this  rent 
reduction. 

ANSWER: 


Conference  Report  102-234  directed  GSA  to  conduct  a 
reappraisal  of  1992  rent  rates  to  be  assessed  for  the 
Patent  and  Trademark  Office  (PTO)  beginning  October  1, 
1991,  for  the  office  facility  that  the  PTO  leases  in 
Crystal  City,  Arlington,  VA.  GSA  conducted  the 
reappraisal  and  issued  a  change  in  rental  rates  in  March 
1992  with  the  effective  date  of  October  1,  1991.  The 
reappraisal  decreased  PTO ' s  space  budget  by  $4.8  million 
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(original  budget  $41.9  million,  after  the  reappraisal 
$37 . 1  million) . 

The  House  Congressional  Record  (H9584)  dated  September 
28,  1992  reflects  the  Appropriations  Committee 
instructions  that  GSA  apply  the  1992  reappraised  rent 
rates  as  the  base  rate  from  which  annual  adjustments  will 
be  made  during  the  remaining  four  years  of  the  five  year 
rent  cycle.  The  PTO's  original  budget  for  1993  and  1994 
was  respectively,  $50.4  million  and  $53.2  million.  The 
adjusted  budget  for  space  based  on  the  1992  base  rate  is 
now  $43.4  million  in  1993  and  $44.7  million  in  1994. 

The  reappraisal  of  rent  rates  achieved  in  1992  and  the 
decrease  in  rates  in  1993  and  beyond  was  the  results  of 
the  efforts  put  forth  by  the  Appropriations  Committees. 

QUESTION: 

What  is  the  total  amount  requested  for  the  GSA  rental 
payments  in  your  budget  request,  and  how  does  that 
compare  to  FY  1992  and  FY  1993?  Have  there  been  any 
changes  in  the  total  square  footage  occupied  by  the  PTO? 

ANSWER: 

The  total  amount  requested  for  GSA  rental  payments  in  the 
budget  for  FY  1994  is  $44.7  million.  The  amount  budgeted 
before  the  reappraisal  of  rent  rates  was  $53.2  million. 
The  following  table  shows  changes  in  the  amount  budgeted 
for  space  and  the  average  rent  rate  before  and  after  the 
reappraisal.  The  average  rent  rate  was  computed  by 
dividing  the  total  square  footage  into  the  total  cost  for 
space. 


FY  1991  Space  Budget 

FY  1992  Original  Space  Budget 

Percentage  of  Change  From  FY  1991 

FY  1992  Reappraised  Space  Budget 
Percentage  of  Change  From  FY  1991 
Savings  From  Reappraisal 

FY  1993  Original  Space  Budget 
FY  1993  Reappraised  Space  Budget 
Percentage  of  Change  From  Original 
FY  1993 
Savings  From  Reappraisal 

FY  1994  Original  Space  Budget 
FY  1994  Reappraised  Space  Budget 
Percentage  of  Change  From  Original 
FY  1994 
Savings  From  Reappraisal 

The  PTO  has  experienced  some  changes  in  total  square 
footage  occupied  from  FY  1992.  The  following  table  shows 
the  total  square  footage  occupied  with  changes  from  FY 
1992. 


Total 

Space  Budget 

$29,288,000 

$41,971,000 

+43.3% 

Average 

Rent  Rate 

$22.65 

$30.46 

+34.5% 

$37,106,000 

+26.7% 
$  4,865,000 

$26.93 
+23.6% 
$  4.28 

$50,389,000 
$43,360,000 

$35.30 
$30.38 

-16.3% 
$  7,029,000 

-16.2% 
$  4.92 

$53,173,000 
$44,687,000 

$36.21 
$30.43 

-19.0% 
$  8,486,000 

-19.0% 
$  5.78 
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Total  Occupied        Change  in 
Fiscal  Year  Square  Footage       Square  Footage 

1991  1,292,768 

1992  1,377,817  85,0A9  Increase 

1993  1,433,074  55,257  Increase 

1994  1,468,417  35,343  Increase 

Request  to  0MB 
QUESTION: 

What  was  your  original  budget  request  to  0MB,  what  items 
did  0MB  eliminate  from  your  budget  request,  and  what  will 
be  the  impact  of  those  reductions  on  the  ongoing 
operations  of  the  Patent  and  Trademark  Office?  Please 
provide  specific  details  for  the  record. 

ANSWER: 

Our  original  budget  request  to  0MB  was  for  5,588 
permanent  positions,  5,324  FTE  and  $540,119,000.  From 
that  request,  the  following  passback  changes  were  made: 

-  A  reduction  for  personnel  savings  of  351  permanent 
positions,  351  FTE  and  $5,301,000. 

-  A  reduction  for  administrative  expenses  of  $668,000. 

-  A  reduction  of  $8,877,000  for  cancellation  of  the  1994 
general  pay  raise. 

-  An  increase  for  the  Employee  Compensation  Fund  of 
$49,000. 

-  An  increase  of  $151,000  for  continued  development  and 
deployment  of  the  PTO  financial  system. 

-  We  subsequently  proposed  and  OMB  accepted  the 
following  changes:  1)  a  reduction  of  $8,486,000  in 
space  costs  for  savings  from  reappraisal  of  the 
commercial  value  of  our  leases,  2)  an  increase  of 
$1,705,000  for  the  Trademark  program  to  be  funded 
through  a  one-time  increase  above  CPI  to  the  Trademark 
application  filing  fee. 

The  impact  of  these  reductions  as  stated  above  is  quite 
significant.  The  dollar  savings  will  enable  the  PTO  to 
operate  in  FY  1994  without  an  increase  for  Patent  fees. 
Only  an  above-CPI  increase  for  the  Trademark  filing  fee 
will  be  required.  However,  the  impact  of  the  reduction 
for  FTE  positions  will  be  more  significant.  Through  the 
use  of  various  management  strategies  the  PTO  will  be  able 
to  maintain  quality  and  pendency  goals  in  FY  1994  with 
the  reduced  ceiling  of  4,973  FTE. 

Beyond  FY  1994,  the  problem  becomes  more  severe  and  the 
PTO  will  not  be  able  to  keep  pace  with  increasing  demands 
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for  service  by  its  customers  with  the  reduced  ceilings 
proposed  for  FY  1995  and  beyond.  For  FY  1995  the  reduced 
ceiling  is  four  percent  below  our  FY  1993  base.  The 
proposed  ceiling  of  4,897  for  FY  1995  will  make  it 
virtually  impossible  to  provide  the  quality  and 
timeliness  of  services  for  which  our  users  will  be 
paying. 


Authorization  Status 


QUESTION: 


What  is  the  status  of  your  authorization  legislation  for 
FY  1994? 

ANSWER: 

A  bill  to  authorize  appropriations  in  fiscal  year  1994 
for  the  Patent  and  Trademark  Office  (PTO)  is  currently 
under  review  by  the  Department  of  Commerce  Office  of 
General  Counsel.  We  expect  the  proposed  bill  to  be 
transmitted  shortly  to  the  Office  of  Management  and 
Budget.  The  bill  should  be  forwarded  to  the  Congress 
within  the  next  30  days. 

QUESTION: 

Will  the  Administration's  proposed  legislation  include 
any  major  changes  from  your  existing  authorization? 

ANSWER: 

In  the  main,  there  are  no  major  changes  proposed  in  the 
authorization  bill  for  1994.  Components  of  the  bill 
include: 

-  Authorizes  the  appropriation  of  $103,000,000  in  fiscal 
year  1994  from  deposits  to  the  Patent  and  Trademark 
Office  Fee  Surcharge  Fund  established  under  section 
10101  of  the  Omnibus  Budget  Reconciliation  Act  of 
1990; 

-  Authorizes  to  be  made  available,  to  the  extent 
provided  in  advance  in  appropriations  Acts,  offsetting 
fee  collections; 

-  Seeks  permanent  authority  for  appropriated  amounts  to 
remain  available  until  expended,  i.e.  "no  year"  funds; 

-  Authorizes  the  Commissioner  to  increase  the  trademark 
application  filing  fee  beyond  fluctuations  in  the 
Consumer  Price  Index  (CPI)  during  the  preceding  twelve 
months.  The  fee  is  proposed  to  increase  from  $210.00 
to  $245.00  to  address  serious  funding  problems  within 
the   trademark   operations   of   the   PTO.      Once 
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established,  the  new  fee  would  be  subject  to  CPI 
fluctuations  in  1995  and  beyond.  This  is  the  only 
change  from  existing  authorization  language. 

-  Limits  the  authority  of  the  Commissioner  to  enter  into 
agreements  for  exchange  of  items  or  services  related 
to  automatic  data  processing  resources  with  foreign 
governments  and  with  international  intergovernmental 
organizations . 

QUESTION: 

Will  you  be  requesting  any  change  in  the  authorization 
that  would  modify  the  scoring  of  the  patent  surcharge 
against  the  Appropriations  Committee? 

ANSWER; 

There  are  no  changes  to  the  scoring  of  the  patent 
surcharge  in  1994.  However,  the  PTO  has  drafted,  with 
the  agreement  of  the  Department,  a  bill  that  amends  the 
fee  structure  of  the  PTO,  effective  on  October  1,  1995. 
The  bill  proposes  to  eliminate  the  fee  surcharges  that 
were  imposed  on  patent  statutory  fees  by  the  Omnibus 
Budget  Reconciliation  Act  (OBRA)  of  1990.  The  PTO  would 
replace  the  fee  surcharge  imposed  under  OBRA  with  a  like 
amount.  In  effect,  the  patent  statutory  fees  of  today 
that  are  charged  to  users  would  remain  the  same,  except 
for  inflationary  adjustments  from  the  Consumer  Price 
Index.  (For  example,  the  current  patent  application 
filing  fee  is  $710.00,  which  includes  the  statutory 
surcharge.  Under  the  PTO  proposal,  the  patent 
application  filing  fee  would  remain  at  $710.00,  adjusted 
for  inflation  only.)  All  PTO  fees  would  be  treated  as 
offsetting  collections.  Thus  the  PTO  would  not  be 
required  to  deposit  surcharge  funds  to  a  special  account 
from  which  appropriations  would  be  requested.  There 
would  be  no  "scoring"  of  budget  authority  in  1996,  as  the 
Fee  Surcharge  Fund  would  not  be  required.  The  PTO's 
request  for  budget  authority  in  fiscal  year  1996  would  be 
zero.  The  proposed  authorization  conforms  with  the 
Administration's  recommendations  on  patent  fees  as 
outlined  in  "A  Vision  of  Change  For  America"  and  is 
consistent  with  the  1996-1998  budget  projections  for  the 
PTO  contained  in  the  President's  budget  request  for 
fiscal  year  1994. 


Tuesday,  April  20,  1993. 
GENERAL  ADMINISTRATION 

WITNESSES 

GLORIA  GUTIERREZ,  ACTING  CFO/ASSISTANT  SECRETARY  FOR  ADMINIS- 
TRATION 

SONYA  G.  STEWART,  DIRECTOR  FOR  FEDERAL  ASSISTANCE  &  MANAGE- 
MENT SUPPORT 

URIEL  GOTTESMAN,  DIRECTOR,  OFFICE  OF  BUDGET  OPERATIONS 

ALAN  P.  BALUTIS,  DIRECTOR  FOR  BUDGET,  PLANNING  &  ORGANIZATION 

MARK  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Opening  Remarks 

Mr.  Skaggs  [presiding].  The  subcommittee  will  come  to  order. 
Good  morning,  everybody.  We  will  be  hearing  witnesses  and  consid- 
ering the  budget  request  from  a  number  of  agencies  within  the  De- 
partment of  Commerce  this  morning. 

The  first  item  we  will  consider  this  morning  is  the  fiscal  year 
1994  budget  request  for  the  General  Administration,  Salaries  and 
Expenses  account  for  the  Department  of  Commerce.  The  request  is 
for  $38,042,000,  and  increase  of  $6,330,000  above  the  amount  appro- 
priated for  fiscal  year  1993.  We  will  insert  the  justification  materi- 
al submitted  in  support  of  this  request  into  the  record  at  this  point. 

[The  justification  follows:] 
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PREFACE 


This  report  is  an  assessment  of  progress  made  by  the  Department  of  Commerce  in 
implementing  usage  of  the  metric  system  of  measurement.   It  is  a  required  part  of  the 
Department  of  Commerce  annual  budget  submission  by  the  Metric  Conversion  Act  of 
1975  (P.L.  94-168,  as  amended  by  the  Omnibus  Trade  and  Competitiveness  Act  of  1988 
[P.L.  100-418])  and  0MB  Circular  A-11.   This  report  is  the  submission  for  fiscal  year 
1994. 

The  content  of  this  report  was  prepared  by  the  Metric  Program  at  the  National 
Institute  of  Standards  and  Technology  (NIST).  It  represents  a  compilation  of  the 
annual  reports  of  the  Department's  offices  and  operating  units  on  their  metric 
transition  plans  and  on  the  progress  they  have  achieved. 


n.     INTRODUCTION 

The  1988  amendment  of  the  Metric  Conversion  Act  of  1975  established  a  clear  national 
policy  of  preference  for  use  of  the  metric  system  of  measurement  in  U.S.  trade  and 
commerce.  The  amended  Act  mandates  metric  usage  by  federal  agencies  in  grants, 
contracts,  and  business-related  activities  such  as  regulations  and  publications.  The 
mandate  includes  general  guidance  regarding  avoidance  of  adverse  economic  impact  of 
federal  metrication  initiatives.  Furthermore,  it  encourages  agencies  to  assist  businesses, 
and  particularly  small  businesses,  in  their  voluntary  conversion  to  use  of  the  metric 
system. 

President  Bush's  signing  of  Executive  Order  12770,  "Metric  Usage  in  Federal 
Government  Programs,"  provided  a  formal  and  coordinated  structure  for  the  Executive 
Branch  metric  transition.  Requirements  were  also  established  for  the  Secretary  of 
Commerce  to  lead  and  coordinate  efforts  by  departments  and  agencies  to  implement 
Government  usage  of  the  metric  system  in  accordance  with  the  Metric  Conversion  Act, 
and  to  report  annually  to  the  President.  Although  the  legal  mandate  for  transition  to 
metric  usage  by  federsd  agencies  applies  to  depcutments  and  agencies  of  the  Executive 
Branch,  a  number  of  independent  agencies,  such  as  the  Postal  Service  and  agencies  of 
the  Legislative  Branch,  such  as  the  Government  Printing  Office  and  the  Joint 
Congressional  Committee  on  Printing,  are  also  actively  participating  in  the  transition 
process. 

This  report  is  a  statement  of  the  progress  toward  implementing  the  metric  system  of 
measurement,  including  actions  that  have  been  taken  as  well  as  actions  that  are 
planned,  that  has  been  made  by  the  offices  and  operating  units  of  the  Department  of 
Commerce.  It  is  a  compilation  of  the  reports  of  the  Dep)artment's  offices  and  operating 
imits  on  their  planned  strategies  and  on  the  progress  they  have  achieved. 

The  sections  of  this  report  conform  to  the  format  and  content  of  the  reporting 
guidelines  approved  for  use  by  all  federal  agencies  by  the  Interagency  Council  On  Metric 
Policy.  (The  guidelines  are  contained  in  Appjendix  1.)  Therefore,  each  section 
describing  the  activities  of  a  Departmental  office  or  operating  unit  contains  one  or  more 
"program  elements"  in  accord  with  the  guidelines.  The  program  elements  constitute  the 
m^or  functional  activities  of  the  Department.  In  most  cases,  a  program  element  is 
congruent  with  a  Departmental  operating  unit.  The  sections  of  the  report  cover,  in 
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order,  the  Metric  Program  at  the  National  Institute  of  Standards  and  Technology,  the 
Departmental  administrative  offices,  and  the  Departmental  operating  units. 

The  individual  office  and  operating  unit  elements  were  developed  initially  from 
information  provided  by  the  vuiits  in  response  to  a  request  by  the  Metric  Program  and 
the  Director  of  the  Office  of  Program  Planning  and  Evaluation  for  a  "Metric  Conversion 
Inventory,  Plans  and  Strategies."  The  submissions  that  comprise  this  report  are  an 
update  of  the  original  reports.   They  were  compiled  and  edited  by  the  Metric  Program 
staff  only  to  the  extent  required  for  consistency  of  format. 


in.    METRIC  TRANSITION  RESPONSmnJTIES  OF  THE  DEPARTMENTAL 
OFFICES  AND  OPERATING  UNITS 

The  Department  of  Commerce  is  uniquely  concerned  with  national  economic  and 
technical  policies  and  objectives.  The  federal  metric  transition  is  one  example. 
Nevertheless  the  offices  and  operating  units  of  the  Department  of  Commerce  provide  a 
wide  spectrum  of  services  to  many  and  diverse  clients.  For  this  reason  the  development 
and  execution  of  metric  usage  transition  plans  within  the  Department  is  decentralized 
and  is  the  responsibility  of  the  head  of  each  m^or  office  and  operating  unit  of  the 
Department. 

Overall  policy  and  administrative  direction  is  provided  by  Department  Administrative 
Order  (DAO)  201-21  of  July  7,  1989.  Additional  administrative  direction  and 
coordination  is  provided  by  the  Commerce  Metric  Committee  (CMC),  which  is  composed 
of  the  metric  coordinators  of  the  offices  and  operating  units.  Chairmanship  and 
administrative  support  for  the  CMC  is  provided  by  the  Technology  Administration 
through  the  Metric  Program  of  the  National  Institute  of  Standards  and  Technology. 

The  CMC  members  are  provided  additional  poliqr  and  procedural  guidance  and  other 
appropriate  materials  developed  through  the  Interagency  Coimdl  on  Metric  Policy  and 
its  several  administrative  and  technical  subcommittees.  The  CMC  provides  a  forum  for 
sharing  the  experiences  of  the  operating  unit  metric  coordinators. 

The  Under  Secretary  for  Technology  serves  as  the  Department's  Metric  Executive  and 
provides  overall  guidance  for  and  coordination  of  the  Department's  metric  usage 
transition  activities.  The  Departmental  Office  of  Program  Planning  and  Evaluation 
administers  the  Secretarial  Management  By  Objectives  sjrstem  which  includes  reporting 
of  m^or  metric  transition  objectives  of  the  operating  units.  The  Office  of  Program 
Planning  and  Evaluation  assisted  the  NIST  Metric  Program  in  wotidng  with  the 
operating  units  to  refine  their  metric  transition  plans. 

The  diversity  of  the  approaches  taken  and  the  variety  of  schedules  for  implementing 
metric  usage  in  the  various  programs  of  the  D^Mirtmental  offices  and  operating  units 
reflects  the  diversity  of  the  missions  and  the  variety  of  external  factors  involved.  For 
example,  metrication  of  the  Census  of  Manufactures  by  the  Bureau  of  the  Census  was 
constrained  in  the  1992  census  by  a  lack  of  ability  and  interest  of  many  firms  to  input 
the  data  in  metric  imits  and  to  use  the  resultant  reports  in  metric  units.  Although 
improving  awareness  and  support  for  the  national  metric  policy  in  the  business 
community  is  an  essential  part  of  the  federal  agency  metric  transition,  awareness  efforts 
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by  Censiis,  as  well  as  other  Department  of  Commerce  agencies  that  interact  with  the 
business  community,  are  not  yet  m^or  activities. 

Another  Department  operating  unit,  NOAA,  in  its  plans  to  implement  metric  usage  in 
acqmsition  of  new  ships  and  satellites,  must  not  only  coordinate  planning  with  the  U.S. 
Navy  and  NASA  but  also  with  the  involved  industry  sectors  and  individual  suppliers. 

The  approaches  taken  by  Censiis  and  NOAA  are  tailored  to  the  specific  circumstances 
and  therefore  the  processes  and  associated  schedules  are  appropriately  different. 
Census  is  communicating  plans  and  intent  to  make  the  metric  transition,  but  wiU  be 
moving  ahead  selectively  at  industry's  pace.  NOAA,  in  coordination  with  the  Navy  and 
NASA,  will  seek  to  influence  the  pace  of  change.  The  responses  by  industry  to  Census' 
and  NOAA's  approaches  will  control  the  pace  of  the  metric  transition. 


IV.    METRIC  PROGRAM 

The  Metric  Program  comprises  two  majoT  program  elements.  The  first  is  the 
direction  and  coordination  of  efforts  by  federal  departments  and  agencies  to 
implement  metric  usage,  in  accordance  with  the  provisions  of  Executive 
Order  12770.  The  second  major  program  element  is  the  leadership  of  the 
Department  of  Commerce's  metric  transition,  in  accordance  with  section  3  of 
the  Metric  Conversion  Act  of  1975  (15  U.S.C.  205b),  as  amended  by  section 
5164(b)  of  the  Omnibus  Trade  and  Competitiveness  Act  of  1988. 

A.      Direction  and  Coordination. 

1.      Program  Element.  The  NIST  Metric  Program  provides  the  leadership  to 
direct  and  coordinate  efforts  by  federal  agencies  to  implement  use  of  the 
metric  system  of  units.  The  mission  of  the  Metric  Program  is  to 
coordinate  actions  necessary  to  achieve  the  pmpose  of  the  Elxecutive 
Order  12770  of  July  25,  1991,  "Metric  Usage  in  Federal  (Government 
Programs."  The  Order's  purpose  is  to  implement  the  Ckmgressional 
designation  of  the  metric  system  of  measurement  as  the  preferred 
system  of  weights  and  measures  for  U.S.  trade  and  commerce. 

Working  with  the  Interagency  CJouncil  on  Metric  Policy  at  the  policy 
level,  the  interagency  Metrication  Operating  Committee  at  the 
implementation  level,  and  a  number  of  functional  subcommittees,  the 
Metric  Program: 

(Coordinates  the  federal  metric  transition  and  promotes  consistency 
in  agency  plans,  policies  and  practices; 

Issues  policy  guidance  on  metric  implementation  for  use  by  the 
federal  agencies; 

Provides  support  for  progress  reporting,  problem  analysis,  and 
corrective  actions  by  the  agencies; 
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Provides  leadership  for  and  participates  in  metric-related  activities 
throughout  the  Federal  Government; 

Prepares  Commerce  Department  plans  and  reports  relating  to 
metrication; 

Assists  in  identifying  and  removing  barriers  that  inhibit  or  block 
metric  transition  in  federal,  state,  and  local  rules,  standards,  and 
codes  or  regulations; 

Assists  state  and  local  governments  in  their  efforts  to  facilitate  the 
metric  transition;  and 

Works  with  standards  organizations  and  industry  groups  to  assiu^ 
that  new  and  updated  standards  are  consistent  writh  the  use  of  the 
international  system  of  units. 

Disseminates  information  on  the  metric  system  and  on  the  Federal 
Government's  metric  transition  to  government  organizations, 
business  firms,  educational  groups,  trade  associations,  private 
organizations,  and  the  general  public. 

2.  Supporting  Activities.  The  supporting  activities  include  publications,  , 
dir^irtion  and  guidance  to  other  agencies,  and  dissemination  of 
information 

3.  Measurement  Sensitivity.   The  activities  of  the  Metric  Program  are  not 
measurement  sensitive  in  the  sense  that  they  do  not  use  or  generate 
nimierical  data  having  units  of  physical  measurement.   However,  in  the 
sense  that  th^  relate  to  the  use  and  generation  of  numerical  data  by 
others  in  government,  industry,  and  the  general  public,  all  activities  of 
the  program  are  measurement  sensitive. 

4.  Conversion  Status  and  Sensitivity.   All  direction  and  coordination 
activities  of  the  Metric  Program  already  use  only  metric  units,  except 
where  the  process  of  conversion  to  the  use  of  metric  units  is  illustrated 
by  the  comparison  of  metric  and  non-metric  units.  For  example, 
conversion  aids  necessarily  contain  both  metric  and  non-metric  units. 
Wherever  possible,  documents  and  correspondence  are  printed  on 
standard  metric-sized  paper. 

5.  Transition  Timetable.   As  federal  agencies  and  business  firms  make  the 
transition  to  metric  usage,  the  need  for  conversion  processes  and 
conversion  aids  will  diminish  and  will  ultimately  cease  to  be  a  part  of 
the  Metric  Program.  Eventually,  as  the  metric  transition  approaches 
completion,  there  will  be  no  further  need  for  the  program  itself. 

6.  Federal,  State,  and  Local  Consultations.   The  Metric  Program  chairs  the 
interagency  Metrication  Operating  Committee  and  its  Steering  Group, 
oversees  the  activities  of  the  functional  subcommittees,  and  acts  as 
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secretariat  to  the  Interagency  Council  on  Metric  Policy  (ICMP),  which  is 
chaired  by  the  Under  Secretary  for  Technology. 

During  the  past  year,  the  Metric  Program  established  guidelines  that 
were  approved  by  the  ICMP  for  all  federal  agencies  to  use  in  reporting 
metric  progress  to  the  Secretary  of  Commerce  on  June  30,  1992.  The 
program  adapted  the  guidelines  for  all  federal  agencies  to  use  in 
reporting  metric  progress  annually  to  the  Congress.   In  addition, 
information  was  provided  and  presentations  were  made  to  meetings  of 
metric  coordinators,  procurement  ofllcialB,  and  contracting  agents  at 
other  federal  agencies. 

The  Metric  Program  released  a  number  of  reports  relating  to  its  broad, 
interagency  role.  They  included  the  Secretary's  October  1,  1992  annual 
metric  transition  progress  report  to  the  President.   In  addition,  they 
included  the  following  NIST  publications: 

Recommended  Agency  Procedures  for  Implementing  Federal  Metric 
Policy,  NIST  Interagency  Report  4855  (May  1992). 

The  United  States  and  the  Metric  System-A  Capsule  History,  NIST 
Letter  Circular  1136  (May  1992). 

A  Metric  America:  A  Decision  Whose  Time  Has  Come~For  Real, 
NIST  Interagency  Report  4858  (June  1992). 

Metric  Transition  Plans  and  Activities  of  Federal  Departments  and 
Agencies,  NIST  Interagency  Report  4911  (September  1992). 

A  metric  style  guide  for  public  affairs  officials  and  a  metric  ruler  are 
currently  in  progress. 

Numeroxis  Congressional  offices  requested  and  received  information  on 
the  Metric  Program  and  the  activities  of  federal  agencies.   In  the 
current  fiscal  year,  metric  information  will  be  provided  to  all 
Congressional  offices. 

Interactions  with  state  and  local  governments  are  important  also 
because  these  governments  engage  in  business  activities  with  federal 
agencies.  For  example,  they  receive  federal  grants  and  th^  are  affected 
by  federal  regulations.  During  the  past  year,  the  Metric  Program 
participated  in  the  activities  of  the  National  Conference  on  Weights  and 
Measures  (NCWM).  At  the  annual  NCWM  meeting,  the  program  chief 
presented  an  overview  of  federal  metric  transition  activities  and 
participated  in  a  panel  of  a  workshop  on  the  metric  amendments  to  the 
Fair  Packaging  and  Labeling  Act. 

An  invited  presentation  on  the  federal  metric  transition  was  given  at  a 
meeting  of  the  Commerce  Department's  State  Initiative  Program.  Many 
state  and  local  government  offices  were  provided  information  on  the 
metric  transition.   Invited  presentations  to  the  National  Governors 
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Association  and  the  Sunbelt  Caucus  are  planned.   In  the  near  future, 
information  packets  will  be  sent  to  all  state  governors'  offices. 

Standards.   Metric  Program  staff  work  with  a  variety  of  standards 
organizations  to  promote  the  use  of  the  metric  system  in  all  U.S. 
standards.   One  significant  recent  example:   the  American  National 
Standards  Institute's  Task  Group  on  Metrication  recommended  a  new 
metric  policy  to  the  Elxecutive  Standards  Coimcil  that  the  Council 
approved  for  public  review  and  comment.  The  proposed  policy  is: 
"Metric  (SI)  units  will  be  the  preferred  system  of  measurement 
quantities  in  American  National  Standards." 

The  Standards  and  Metric  Practices  Subconmiittee  of  the  Metrication 
Operating  Committee  is  working  on  a  revision  to  Federal  Standard 
376A,  "Preferred  Metric  Units  for  General  Use  by  the  Federal 
Government."  The  Metric  Program  has  been  actively  participating  in 
this  process.   Mqjor  changes  proposed  by  the  Program  staff  have  been 
accepted.   The  new  standard,  designated  376B,  will  be  submitted  to  the 
Metrication  Operating  Committee  for  approval  early  in  1993. 

Private  Industry  Initiatives.   The  Metric  Program  assists  industrial 
firms,  especially  small  businesses,  as  well  as  trade  associations  by 
consulting  with  them  on  metric  usage,  by  providing  information  on  the 
metric  system  and  the  federal  agencies'  metric  transition,  and  by 
referring  them  to  other  appropriate  sources  of  information.  Typically 
over  one  himdred  telephone  calls  cmd  visits  are  handled  each  month. 
Presentations  were  made  at  several  industry  association  meetings 
during  the  last  fiscal  year. 

In  September  1992,  the  Metric  Program  arranged  an  industry-focussed 
press  briefing  that  was  hosted  by  the  Under  Secretary  for  Technology. 
Representatives  from  the  Government  Printing  Office,  the  General 
Services  Administration,  the  National  Aeronautics  and  Space 
Administration,  Caterpillar  Inc.,  and  Rotor-Clip  Inc.  gave  presentations 
to  trade  association  reporters.  Press  kits  and  copies  of  the  report, 
"Metric  Transition  Plans  and  Activities  of  Federal  Departments  and 
Agencies,"  were  distributed  to  attenders. 

With  guidance  and  assistance  from  the  Metric  Program,  the  National 
Institute  of  Building  Sciences  established  the  Construction  Metrication 
CoundL  This  council  carries  the  leadership  of  the  federal  Construction 
Subcommittee  into  the  private  sector.  All  federal  departments  and 
agencies  are  committed  to  the  target  date  of  Januaiy  1994  when  all 
federal  construction  will  be  completely  according  to  metric  standards. 

A  svu^ey  of  industry  metric  usage  and  capabilities  is  imder  development. 
The  purpose  of  the  survey  is  to  provide  private  sector  metric  usage 
information  that  is  needed  by  both  federal  agencies  and  by  private  firms 
to  facilitate  metric  transition  planning 
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9.  Public  Awareness  Initiatives.   Approximately  500  inquiries  per  month 
from  the  public  are  handled.  An  average  of  400  metric  information 
packets,  tailored  for  teachers,  federal  employees,  and  business 
representatives,  were  mailed  each  month  during  the  previous  fiscal  year. 

Program  staff  responded  to  reporters  with  information,  contacts,  and 
interviews.  They  participated  in  radio  call-in  shows  and  television 
appearances.  Also,  videotapes  were  made  for  other  federal  agencies. 

NIST  (through  the  Metric  Program)  cosponsored  the  National  Metric 
Conference,  "Metrication  '92,"  with  the  American  National  Metric 
Council  and  the  U.S.  Metric  Association.  Metric  Program  staff  assisted 
in  a  variety  of  ways,  including  chairing  discussion  panels  and  presenting 
talks.  There  were  about  200  conference  attenders. 

Copies  of  the  letter  circular.  The  United  States  and  the  Metric  System-A 
Capsule  History,  were  delivered  to  the  GSA's  Consumer  Information 
Center  in  Pueblo,  Colorado  for  free  public  distribution.  The  current 
rate  of  distribution  is  about  10,000  p)er  month,  making  this  the  current 
most-requested  single-topic  publication. 

10.  Employee  Training.   Metric  Program  staff  recommended,  evaluated,  and 
helped  develop  classroom  training  and  training  materials  for 
government  agencies  and  private  organizations  that  were  submitted 
voluntarily.  Information  packets  distributed  by  the  program  contain 
(imsolicited)  information  on  training  available  from  federal  agencies  and 
from  the  commercial  marketplace.  Staff  of  the  Metric  Program  also 
participate  in  the  Federal  Employee  Training  Subcommittee. 

B.      Commerce  Department  Metric  Transition  Leadership 

2.       Program  Element.   The  Metric  Program  has  the  responsibility  to 
prepare  the  required  reports  and  to  assttre  that  ail  Commerce 
Department  offices  and  operating  imits  carry  out  the  mandates  of  the 
Metric  Conversion  Act  and  the  provisions  of  Executive  Order  12770.  For 
the  Commerce  Department,  the  mandates  and  provisions  include: 

Using  the  metric  system  in  procurements,  grants,  and  other 
business-related  activities,  within  the  conditions  specified  in  the 
Order, 

Seeking  out  ways  to  increase  understanding  of  the  metric  system 
through  educational  information  and  guidance  in  Department 
publications; 

Seeking  out  the  assistance  and  cooperation  of  all  parties  affected 
by  Commerce  Department  implementation  of  the  Act  and  the 
Order, 

Formulating  a  Commerce  Department  metric  transition  plan; 
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Designating  a  senior-level  official  as  Commerce  Metric  Executive; 

Assuring  that  all  reporting  responsibilities  are  completed  as 
required. 

2.  Supporting  Activities.   The  supporting  activities  are  administrative.  The 
Metric  Program  chairs  the  Commerce  Metric  Committee,  which  meets 
quarterly,  and  cooperates  with  the  operating  unit  metric  coordinators. 
The  program  provides  guidance  and  evaluates  the  plans,  progress,  and 
reports  of  the  operating  units. 

3.  Measurement  Sensitivity.   The  activities  of  the  Metric  Program  are  not 
measurement  sensitive  in  the  sense  that  they  do  not  use  or  generate 
numerical  data  having  units  of  physical  mettsurement.  However,  in  the 
sense  that  they  relate  to  the  use  and  generation  of  numerical  data  by 
Commerce  Department  offices  and  operating  units,  all  activities  of  the 
Program  are  measurement  sensitive. 

4.  Conversion  Status  and  Sensitivity.   AU  Commerce  Department  metric 
leadership  activities  carried  out  by  the  Metric  Program  already  use  only 
metric  units,  except  where  the  process  of  conversion  to  the  use  of  metric 
units  is  illustrated  by  the  comparison  of  metric  and  non-metric  units. 
For  example,  conversion  aids  necessarily  contain  both  metric  and  non- 
metric  units.  Publications  of  the  Program  are  produced  on  standard 
metric  A4  paper,  however,  A4  paper  is  not  uaed  for  controlled  and 
certain  other  administrative  correspondence. 

5.  Transition  Timetable.  As  Commerce  Department  operating  imits  and 
administrative  support  functions  complete  the  transition  to  metric 
usage,  the  need  for  conversion  processes  and  conversion  aids  will 
diminish  and  will  ultimately  cease  to  be  a  part  of  the  Metric  Program. 

6.  Federal,  State,  and  Local  Consultations.  The  Metric  Program  prepared 
and  submitted  the  Department  of  Commerce's  annual  metric  transition 
report  to  Congress.  Otherwise,  this  item  does  not  apply,  except  to  the 
extent  that  Commeroe  Depsutment  offices  and  operating  imits  require 
guidance  or  assistance  in  their  own  interactions  with  other  federal 
agencies  or  with  state  and  local  governments. 

7.  Standards.  This  item  does  not  apply,  except  to  the  extent  that 
Commeroe  Department  offices  and  operating  units  require  guidance  or 
assistance  in  th^  standards-related  activities. 

8.  Private  Industry  Initiatives.   This  item  does  not  apply,  except  to  the 
extent  that  Commerce  Department  offices  and  operating  units  require 
guidance  or  assistance  in  their  private  industry-related  activities. 

9.  Public  Awareness  Initiatives.  This  item  does  not  apply,  except  to  the 
extent  that  Commerce  Department  offices  and  op)erating  units  require 
guidance  or  assistance  in  their  public  awareness-related  activities.  A 
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Commerce  Department  "Metric  Awareness  Week"  was  not  held  this  year. 
It  is  likely  that  such  activities  will  be  supported  in  future  years. 

10.     Employee  Training.   Metric  Program  staff  recommended,  evaluated,  and 
helfjed  develop  classroom  training  and  training  materials  for  Commerce 
Department  offices  and  operating  units. 


V.      OFFICE  OF  THE  SECRETARY 

A.      Assistant  Secretary  for  Legislative  and  Intergovernmental  Affairs 

1.  Program  Element.   The  Office  of  Intergovernmental  Affairs  (IGA)  is  the 
liaison  office  between  the  Department  of  Commerce  and  aU  state, 
territorial,  and  local  government  officials. 

2.  Supporting  Activities.    IGA  provides  relevant  materials  through 
information  dissemination  to  representatives  of  state,  territorial,  and 
local  government  offices. 

3.  Measurement  Sensitivity.   IGA  serves  the  Department  of  Commerce 
primarily  as  liaison  and  resource  office.  Therefore,  matters  of  a 
technical  nature  do  not  directly  impact  this  office. 

4.  Conversion  Status  and  Sensitivity.   IGA  is  prepared  to  accept  new 
government  conversion  standards  and  measurements  applicable  to  office 
products  and  supplies. 

5.  Transition  Tim^able.   IGA  is  prepared  for  the  conversion  of  metric 
standards  as  they  are  issued.  IGA  foresees  no  problems  in 
implementing  metric  usage. 

6.  Federal,  State,  and  Local  Consultations.   IGA  will  continue  to  support 
the  implementation  of  metric  conversion  by  assisting  with  the 
dissemination  of  such  information  through  its  outreach  functions, 
initiative  programs,  and  Commerce  duties,  which  include  providing  a 
forum  for  discussion  and  information  exchange  through  programs  such 
as  the  State  Initiative  Program,  the  President's  Rural  Development 
Initiative,  the  White  House  Office  of  Intergovernmental  Affairs, 
Intergovernmental  Update  Report,  and  close  partnerships  with  state 
governors,  mayors,  legislators,  associations  and  councils. 

7.  Standards.   Not  applicable. 

8.  Private  Industry  Initiatives.   Not  appUcable. 

9.  Public  Awareness  Training.   Not  applicable. 

10.  Employee  Training.   Not  applicable. 
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B.      Office  of  Public  Affairs 


The  Office  of  Public  Affairs  will  continue  to  ensiu^  that  the  metric  system  is 
mentioned  in  Secretarial  speeches  and  press  releases  when  appropriate.  It 
will  also  assist  Commerce  operating  units  in  raising  public  awareness  of  their 
efforts  in  transitioning  to  the  metric  system. 

The  PubUcations  Review  Committee,  which  is  part  of  the  office  of  Public 
Affairs,  will  continue  to  encourage  all  pubUc  affairs  directors  and  publication 
specialists  to  review  their  agency's  publications  for  metric  intent.  We  wUl 
work  to  ensiire  that  units  of  measurement  are  converted  to  metric  or  dual 
dimensioning  within  the  publication  wherever  appropriate  and  economically 
feasible. 


VI.    BUREAU  OF  EXPORT  ADMINISTRATION  (BXA) 

1.  Program  Element.   The  mission  of  BXA  is  to  direct  the  Nation's  export 
control  pxjlicy  through  processing  Ucense  applications,  conducting  foreign 
availability  studies  to  determine  when  products  should  be  decontrolled, 
and  enforcing  U.S.  export  laws. 

2.  Supporting  Activities.    BXA  issues  the  Export  Administration 
Regulations  (EAR)  and  assists  industry  in  obtaining  required  product 
export  licenses.  The  functions  of  BXA  that  involve  use  of  measurement 
units  are  maintenance  and  revisions  of  the  EAR,  publications  of  The 
OEL  Insider,"  annual  "BXA  Update"  seminars,  and  licensing  operations. 

3.  Measurement  Sensitivity.   The  EAR  includes  meastirement  usage  in  the 
classification  of  a  variety  of  products. 

4.  Conversion  Status  and  Sensitivity.   The  EAR,  which  contains  the 
regulations  and  instructions  for  exporting  controlled  goods  and 
technology  from  the  United  States,  has  been  revised  to  convert  to  use  of 
metric  measurement  units.  With  the  agreement  to  the  new  "Core  List," 
the  U.S.  and  other  members  of  the  international  Coordinating 
Committee  (COCOM)  reduced  by  about  50  percent  the  COCOM  controls 
on  sti^tegic  commodities  for  export.  When  this  revision  was  made  in 
the  regulations  on  August  29,  1991,  most  measurement  references  were 
converted  to  the  metric  system.  On  December  31,  1991,  BXA  published 
a  rule  in  the  Federal  Register  completing  the  EAR  conversion. 

5.  Transition  Timetable.   BXA  will  have  completed  transition  to  metric 
usage  when  the  revised  EAR  is  published  in  September  1992. 

6.  Federal,  State,  and  Local  Consultations.   None  applicable. 

7.  Standards.   The  EAR  product  descriptions  have  conformed  to  the 
Uniform  Coding  and  Classification  System  since  1989. 
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8.  Private  Industry  Initiatives.   BXA  has  and  will  continue  to  advise  both 
exporters  and  employees  of  the  conversion  of  the  regulations  to  the 
metric  system  in  the  following  ways: 

The  Exporter  Seminar  Staff  of  the  office  of  Elxport  Licensing  continues 
to  distribute  flyers  on  metric  conversion  at  their  seminars. 

At  the  "BXA  Update"  seminar  held  in  July  and  attended  by  over  500 
exporters,  BXA  provided  a  copy  of  the  new  metric  regulation  along  with 
metric  conversion  materials.  This  will  be  the  third  year  that  BXA  has 
promoted  the  use  of  the  metric  system  et  the  Update  Seminar.  The 
Elxporter  Seminar  Staff  of  the  Office  of  Elxport  Licensing  conducted  21 
seminars  throughout  the  country  where  the  exporters  were  informed  of 
given  literatiire  on  BXA's  efforts  in  the  conversion  process. 

9.  Public-Awareness  Initiatives.   BXA  inserted  a  short  news  article  on  the 
metric  regulation  in  the  June  issue  of  "The  OEL  Insider,"  a  publication 
received  by  over  20,000  exporters.  BXA  includes  mention  of  metric 
units  in  "The  OEL  Insider,"  in  the  Annual  BXA  Update  Seminar,  and  in 
its  "Metric  Week"  employee  awareness  activities.  Secretary  Franklin 
spoke  at  the  BXA  Update  seminar  and  mentioned  the  1988  changes  in 
national  metric  policy  and  information  about  policy  and  conversion  to 
use  of  metric  units  in  all  regulations,  including  export  regulations. 

10.  Employee  Training.   BXA  showed  a  three  part  video  on  the  metric 
system  to  Bureau  employees  dtiring  Metric  Observance  Week  in  October 
1991  and  will  do  this  again  in  1992.  New  employees  and  those 
reassigned  to  activities  involving  significant  use  of  metric  units  are 
trained  on  an  "as  needed"  basis. 


Vn.  ECONOMIC  DEVELOPMENT  ADMINISTRATION  (EDA) 

1.  Program  Element.   The  Economic  Development  Administration  (EDA) 
generates  new  jobs,  helps  protect  existing  jobs,  and  stimulates 
commercial  and  indiistrial  growth  in  economically  distressed  areas  of  the 
United  States. 

2.  Supporting  Activities.   Federal  grant  and  loan  programs  including: 

Public  works  constructions; 

Technical  assistance,  research  and  planning  grants  for  studies 

dealing  with  economic  development; 

Business  loans; 

Ek»nomic  adjustment  assistance; 

Trade  a4)\istment  assistance. 

3.  Measurement  Sensitivity.   None. 

4.  Conversion  Status  and  Sensitivity.   EDA  will  adopt  recommendations  for 
metric  usage  requirements  in  futxire  grant  applications  and  reports 
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made  by  the  Metrication  Operating  Committee's  (MOC)  Financial 
Assistance  Subcommittee. 

5.  Transition  Timetable.   EDA  will  participate  in  developing  and  will  follow 
MOC  recommendations. 

6.  Federal,  State,  and  Local  Consultation.   EDA  coordinates  its  activities 
with  other  Federal  agencies  involved  in  issuing  grants  and  loans 
through  the  MOC  Financial  Assistance  Subcommittee.  Negotiations  are 
imderway  to  fund  a  study  on  the  impact  of  metric  conversion  on 
economic  development.  The  results  of  this  study  will  be  considered  in 
establishing  implementation  dates. 

7.  Standards.    None  applicable. 

8.  Private  Industry  Initiatives.    None. 

9.  Public  Awareness  Initiatives.   None. 

10.  Employee  Training.   Selected  employees  participate  in  metric  training 
programs. 


Vm.  ECONOMICS  AND  STATISTICS  ADMINISTRATION  (ESA) 

A.      Bureau  of  the  Census 

1.  Program  Element.   The  B\ireau  of  the  Census  collects,  tabulates,  and 
publishes  a  wide  variety  of  demographic  and  industrial  statistics  about 
the  people  and  the  economy  of  the  Nation. 

2.  Supporting  Activities.   Census  will  implement  the  recommendation  to 
attend  trade  association  meetings  and  conventions  and  communicate  the 
Census  efforts  in  conversion  to  metric  tmits.  We  see  the  emergence  of 
new  efforts  in  the  procurements  and  grants  areas  as  well,  and  will 
report  on  this  in  future  progress  accoimts. 

3.  Measurement  Sensitivity.   Measurement  sensitivity  is  limited  to  a  few 
programs  in  the  Economic  Programs  area. 

4.  Conversion  Status  and  sensitivity.   In  the  Census  of  Agriculture,  no 
additional  information  is  scheduled  to  be  published  in  metric  units 
outside  of  the  "liighlights  Table."  Aside  fVDm  changes  already 
introduced  into  the  Current  Industrial  Reports  publications  and  the 
plans  to  include  metric  conversion  tables  in  the  1992  Censuses  of 
Manufactrires  and  Minerals,  there  are  no  plans  to  add  any  additional 
metric  measures  at  this  time. 

There  is  planned  new  construction  (through  the  General  Services 
Administration)  for  a  computer  facility.  The  specifications  are  being 
submitted  to  the  contractor  in  metric  units. 
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5.  Transition  Timetable.   The  practicality  of  collecting  manufacturing  data 
in  metric  units  and  the  value  to  users  of  publishing  in  metric  units  is 
dependent  upon  the  degree  of  metric  usage  in  commerce  and  industry. 
Census  is  committed  to  the  metric  transition,  but  cannot  get  too  far  in 
front  of  the  transition  to  general  metric  us€ige  in  industry. 

The  new  construction  project  will  not  be  completed  for  at  least  two 
years.   Gross  design  specifications  have  already  been  submitted  to  the 
contractor. 

6.  Federal,  State,  and  Local  Consultations.   None  applicable 

7.  Standards.   None  applicable 

8.  Private  Industry  Initiatives.   Censxis  does  not  plan  to  embark  on  any 
initiatives  to  encourage  or  accelerate  transition  to  preferred  metric 
usage  in  the  private  sector.   However,  communication  and  outreach  to 
industry,  perhaps  involving  participation  in  trade  association  meetings, 
might  accelerate  usage  in  Commerce  and  industry  and  facilitate  the 
transition  in  measurement-sensitive  programs  involving  product-related 
industry  data. 

9.  Public-Awareness  Initiatives.   None. 

10.  Employee  Training.   Training  in  the  data  processing/data  publication 
area,  for  employees  continues  on  schedule. 

B.      Bureau  of  Elconomic  Analysis 

1.  Program  Element.   The  Bureau  of  Economic  Analysis  characterizes  the 
U.S.  economy  through  the  preparation,  development,  and  interpretation 
of  the  national  income  and  product  accounts.  The  only  Bureau  program 
affected  by  the  conversion  to  the  metric  system  is  the  publication  of 
data  on  land  holdings  by  foreign  direct  investors  in  the  United  States. 
Historically,  these  data  have  been  requested  and  published  in  acre 
measurements. 

2.  Supporting  Activities.   There  are  no  primary  activities  in  support  of  the 
execution  of  the  program  element. 

3.  Measurement  Sensitivity.  This  element  is  measurement  sensitive 
because  it  includes  activities  that  use  numerical  data  (acres)  and 
generates  numerical  data  (hectares). 

4.  Conversion  Status  and  Sensitivity.  The  survey  in  question  continues  to 
collect  data  in  acres;  such  data  is  converted  to  hectares  for  reports. 

5.  Transition  Timetable.   The  Bureau  is  maintaining  the  timetable 
established  in  its  Metric  Transition  Plan,  i.e.,  data  for  1992,  which  will 
be  published  in  1994,  will  be  collected  in  acres  and  converted  to  hectares 
for  publication. 
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6.  Federal,  State,  and  Local  Consultations.   None  required. 

7.  Standards.   There  is  no  impact  of  national  or  international  standards 
and  standards  activities  on  the  program  element's  metric  transition. 
Similarly,  there  is  no  impact  of  the  program  element  activities  on 
standards  and  standards  activities. 

8.  Private  Industry  Initiatives.   None 

9.  Public-Awareness  Initiatives.   None 

10.  Employee  Training.  The  minimal  amount  of  employee  training  reqtiired 
will  be  accomplished  on  the  job,  with  existing  equipment  used  to  convert 
data  from  acres  to  hectares. 


K.    INTERNATIONAL  TRADE  ADMINISTRATION  (ITA) 

1.  Program  Element.  The  International  Trade  Administration  (ITA) 
promoted  world  trade  and  strengthens  the  international  trade  and 
investment  position  of  the  United  States. 

2.  Supporting  Activities.   The  ITA  organizations  significantly  involved  with 
metric  transition  are  the  U.S.  and  Foreign  Commercial  Service 
(US&FCS)  and  Trade  Development  (TD). 

3.  Measurement  Sensitivity.   ITA  programs  are  largely  involved  with 
advisory  activities  and  the  products  are  publications  containing 
industrial  and  trade  information,  much  of  which  is  not  measiirement 
sensitive.   However,  product  data  presented  in  ITA  publications  are 
generally  measurement  sensitive. 

4.  Conversion  Status  and  Sensitivity.   The  US&FCS  has  implemented 
metric  usage  through  the  following  programs: 

Diiring  coimselling  sessions,  trade  specialists  promote  the  use  of  metric 
luiits  in  product  literatxire,  promotional  materials,  correspondence,  and 
quotations. 

Emphasis  is  placed  on  the  metric  system  as  the  world  measurement 
system  in  seminars,  workshops,  and  conferences. 

All  export  documentation  amounts  are  in  metric  units,  including  those 
on  Shippers  E^xport  Declarations. 

District  offices  maintain  files  on  metric  materials. 

TD  deals  with  the  totality  of  U.S.  industry.  Where  possible,  the  data  in 
documents  published  by  the  variotis  offices  use  metric  units.   Certain 
commodities  and  materials  are  still  in  the  inch-pound  system  and  will 
stay  in  this  system  until  the  world  markets  convert  to  metric  units. 
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TD's  industrial  specitdists  report  that  there  are  no  appreciable  export 
problems  with  hard  or  soft  metric  conversions.  All  TD  activities  are 
using  metric  units  within  the  limits  of  the  international  terminology 
used  for  the  specific  products.  The  only  area  where  metric  units  are  not 
used  is  aviation,  which  is  a  special  case.  The  international  commercial 
aviation  market  does  not  make  predominant  use  of  the  metric  system  in 
aircraft  mantifactiiring  or  in  certain  flight  operations.  All  TD 
publications  are  either  in  dual  imits  or  are  totally  metricated.  Analysts 
have  been  encouraged  to  keep  data  in  metric  form  or  in  dual  units. 
Indiistries  are  also  encouraged  to  metricate,  unless  the  international 
nomenclature  is  still  in  non-metric  terms.  Conversion  of  TD's  data  and 
information  files  presents  no  immediate  cost  or  other  barriers  and  can 
occur  at  the  pace  of  metric  usage  in  industry  and  commerce. 

5.  Transition  Timetable.   The  transition  to  metric  usage  is  considered  to  be 
essentially  complete. ,  The  transition  in  ITA  correspondence  and 
publications  from  dual  imits  to  metric-only  units  in  the  presentation  of 
measurement  data  related  to  specific  industries  will  be  linked  to  changes 
to  metric  usage  in  the  industries  themselves.  There  is  no  plan  to 
proceed  independently  in  conversion  to  metric  sizes  for  printing  of  ITA's 
publications.  ITA  will  encourage  and  support  dedsions  of  the  Joint 
Committee  on  Printing  and  the  Government  Printing  Office  in 
implementing  such  a  high  visibility  federal  metric  transition  initiative. 

6.  Federal,  State,  and  Local  Consultations.  None  applicable. 

7.  Standards.   ITA  will  follow  industiy  practice,  as  appropriate. 

8.  Private  Industry  Initiatives.   Because  of  the  importance  of  metric  usage 
for  access  and  competitiveness  of  U.S.  products  in  Europe  and  Japan, 
the  office  of  European  Commtmity  Affairs,  The  Office  of  Japan,  and  the 
President's  Export  Council  staff  work  closely  with  the  Metric  Program 
office  and  with  trade  and  other  private  sector  organizations  involved 
with  metric  transition  and  metric  engineering  standards  issues.  These 
working  relationships  and  the  resulting  industry  outreach  continue  to 
contribute  positively  to  the  implementation  of  the  national  metric  policy. 

TD  will  be  working  very  closely  with  the  NIST  Metric  Program  on  the 
development  and  implementation  of  the  proposed  industiy  metric  use 
suivey.  In  addition,  TD's  internal  examination  of  the  metrication 
potential  of  several  key  industries  will  continue. 

9.  Public-Awareness  Initiatives.   ITA  programs  do  not  involve  the  general 
public,  but  metric  usage  advocacy  is  now  an  integral  part  of  ITA's 
interaction  with  American  industiy. 

10.  Employee  Training.   New  ITA  employees  who  will  be  significantly 
involved  with  the  use  of  measurement  units  are  trained  in  metric  usage, 
as  required. 
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X.      MINORITY  BUSINESS  DEVELOPMENT  AGENCY  (MBDA) 

i.       Program  Element.  The  Minority  Business  Development  Agency  (MBDA) 
develops  and  coordinates  a  national  program  for  minority  business 
enterprise.  MBDA  promotes  metrication  through  dissemination  of 
information  to  its  Region  and  District  Offices  and  to  its  National 
Network  of  over  100  Minority  Business  Development  Centers. 

2.  Supporting  Activities.   The  MBDA  iimds  private  sector  organizations  to 
operate  a  service  delivery  network  which  provides  management  and 
technical  assistance  to  minority-owned  business. 

3.  Measurement  Sensitivity.   The  services  provided  by  MBDA  do  not 
involve  significant  use  of  measure  units,  but  the  agency's  mission  calls 
for  it  to  provide  awareness  and  assistance  to  <dient  firms  regarding 
issues  which  can  have  a  significant  economic  impact.  The  national 
metric  transition  is  such  an  issue.  The  transition  to  metric  usage  by 
federal  agencies  in  contracts  can  have  a  considerable  impact  on  minority 
firms. 

4.  Conversion  Statiis  and  Sensitivity.   Not  applicable. 

5.  Transition  Timetable.   Not  applicable. 

6.  Federal,  State,  and  Local  Consultations.   None  applicable. 

7.  Standards.   None  applicable. 

8.  Private  Industry  Initiatives.   As  part  of  the  Agency  transition  to  metric 
usage,  MBDA  has  incorporated  awareness  of  the  metric  system  into  the 
work  requirements  section  of  each  Comf)etitive  Application  Kit  for  all 
Agen<7  funded  programs.  The  requirement  was  incorporated  in  the 
fiscal  year  1992  Competitive  ^plication  Kits. 

Metric  awareness  is  i>art  of  the  Management  and  Technical  Assistance 
(M&TA)  being  offered  to  minority  bxisiness  enterprises. 

MBDA  requires  its  Regional  Directors  to  monitor  the  Agency's  progress 
in  promoting  metric  awareness  throughout  its  client  service  delivery 
system.  A  memorandimi  was  sent  to  Regional  Directors  requiring  that 
they  keep  track  of  and  report  any  metrication  assistance  and  awareness 
activities  in  their  regions.  Regional  Directors  report  on  a  regular  basis 
any  activities  dealing  with  metrication  services  to  clients. 

MBDA  disseminates  metric  information  to  Regional  and  District  Offices 
and  to  the  MBDA  Client  Services  Network 

9.  Public  Awareness  Initiatives.  The  brochure.  The  United  States  and  the 
Metric  System— A  Capsule  History,"  and  information  from  the 
President's  Export  Council  was  (Ustributed  to  all  funded  organizations 
and  regional  offices. 
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10.     Employee  Training.   MBDA  will  conduct  Metric  Workshops  at  its 
Regional  Offices,  the  National  Training  Symposium  and  at  Minority 
Enterprise  Development  Week. 


XI.    NATIONAL  OCEANIC  AND  ATMOSPHERIC  ADMINISTRATION  (NOAA) 

1.  Program  Element.   The  National  Oceanic  and  Atmospheric 
Administration  (NOAA) 

Elxplores,  maps,  and  cheurts  the  ocean  and  its  biological  resources  and 
manages  and  conserves  those  resotirces; 

Monitors  and  predicts  conditions  in  the  atmosphere,  ocean,  sun,  and 
space  environments; 

Issues  warnings  against  potentially  destructive  natural  events; 

Assesses  the  consequences  of  inadvertent  environmental  modification; 

And  manages  and  disseminates  long-term  environmental  information. 

2.  Supporting  Activities.  The  NOAA  supporting  activities  are  the 
Procurement,  Grants,  and  S3rstems  Program  Ofiice  and  the  Eklucation 
and  Training  Office. 

3.  Measurement  Sensitivity.  All  NOAA  line  offices  include  programs 
involving  extensive  measurement  and  service  activities  as  well  as  the 
acquisition  and  operation  of  measiuement-sensitive  systems  and 
equipment. 

The  numbered  items  continue  separately  by  Line  Office.  The  NOAA  Line  Offices 
are: 

National  Ocean  Service  (NOS) 

National  Weather  Service  (NWS) 

National  Marine  Fisheries  Service  (NMFS) 

National  Environmental  Satellite,  Data  and  Information  Service 

(NESDIS) 
Office  of  Oceanic  and  Atmospheric  Research  (OAR) 
Office  of  NOAA  Corps  Operations  (OAR) 

A.     National  Ocean  Service  (NOS) 

4.  Conversion  Status  and  Sensitivity.  Almost  all  data  publications  are  in 
metric  format  and  no  difficult  barriers  are  foreseen  to  full  transition  to 
the  metric  system. 

The  National  Ocean  Service  siuveys  and  charts  the  Nation's  coastal 
waters,  provides  aeronautical  charts  for  the  Nation's  airlines, 
undertakes  scientific  programs  relating  to  the  land  and  water 
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environment  of  the  oceans  and  coastal  United  States,  and  is  a  major 
contributor  of  oceanographic  data  worldwide.  NOS  collects,  analyzes, 
predicts  and  disseminates  environmental  data  to  describe  the  earth 
system.  It  also  monitors  and  predicts  processes  such  as  the  coastal 
tides,  currents,  and  water  levels  on  the  Great  Lakes,  and  assesses  the 
impacts  of  human  activity  on  the  coastal  environment. 

There  are  no  significant  barriers  to  the  gradual  metrication  of  nearly 
1000  nautical  charts  and  related  publications  other  than  resource 
limitations.   Using  mostly  manual  techniques,  conservative  estimates 
place  conversion  costs  at  between  $5000  and  $30,000  per  chart,  or  $5M 
to  $30M  more  than  normal  production  and  operational  costs.  This 
would  require  at  least  10  additional  cartographers  over  a  15-year  period. 
Significant  cost  reductions  are  anticipated  as  the  new  automated 
nautical  chart  compilation  and  production  system  (ABCS  11)  phases  into 
full  operation  in  the  mid-1990's. 

Scientific  data  and  information  generated  by  NOS's  Offices  of  Ocean 
and  Coastal  Resource  Management  (OCRM),  Ocean  and  Earth  Sciences 
(OES),  and  Ocean  Resoiorce  and  Assessment  (ORCA)  are  now  acquired, 
processed,  distributed  and  stored  in  metric  units.  An  exception  is  the 
measurement  of  water  levels.  The  only  publication  exception  is  the 
distribution  of  data  in  the  Tide  Tables,  now  printed  in  dual  imits,  which 
will  be  printed  in  SI  units  when  nautical  charts  are  converted  to  metric 
format.  The  actions  needed  to  fully  metricate  the  few  remaining 
processes  are  underway  and  no  insurmountable  barriers  are  foreseen. 

NOS's  Coast  and  Geodetic  Survey  (C&GS)  still  retains  most  of  its 
nautical  charting  processes  and  chart  products  in  the  inch-pound  system 
of  units,  but  has  an  extensive  and  well  developed  program  to  change  to 
metric  units  in  the  shortest  practical  time.  C&GS's  National  Geodetic 
Survey  (NGS)  division  data  and  measurements  are  collected  and 
published  in  metric  units.   C&GS's  Aeronautical  Charting  Division 
(ACD)  is  prepared  to  convert  all  aeronautical  charts  to  the  metric 
system,  but  there  are  no  plans  to  do  so  until  requested  by  the  Federal 
Aviation  Administration  (FAA).  The  inch-pound  system  of  units  is  still 
the  standard  used  in  aeronautical  charts  and  instruments  throughout 
the  world,  and  changeover  to  metric  imits  is  primarily  an  air  traffic 
safety  problem.   Formal  international  discussions  to  convert 
instruments  and  aeronautical  charts  to  metric  units  are  in  progress,  but 
m\ilti-year  delays  are  expected  before  the  metric  system  is  accepted  for 
these  charts. 

Systematic  conversions  to  metric  units  will  be  made  to  existing  nautical 
charts  and  United  States  Coast  Pilot  publications.  The  National  Water 
Level  Observation  Network  (NEWLON)  data  processing,  and  tide  data 
publications  will  be  upgraded  to  the  metric  system  in  the  shortest 
practical  time.  All  actions  must  be  consistent  with  the  timing  for 
conversion  of  nautical  charts  to  metric  imits  and  with  the  resources 
available. 
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5.  Transition  Timetable.  These  actions  correspond  to  those  in  NOAA's 
Metric  Transition  Plan,  of  September  1992,  and  shall  be  completed  on 
the  schedule  indicated: 

Convert  over  90  percent  of  the  Next  Generation  Water  Level 
Measurement  System  (NGWLMS)  field  systems  to  metric  units  by 
September  1992.  All  aspects  if  (NGWLMS),  including  data  processing, 
began  conversion  to  the  metric  system  in  Januaiy  1991. 

Publish  Tide  Tables  in  metric  xmits  only  at  a  time  which  coincides  with 
the  nautical  chart  metrication  schedule.  Tide  tables  are  now  published 
in  both  inch-pound  and  metric  units. 

Publish  the  Great  Lakes  Water  Level  Data  in  metric  imits  only,  at  such 
time  to  coincide  with  the  chart  metrication  schedule.  Great  Lakes  water 
level  data  are  published  in  weekly  and  annual  reports  in  both  inch- 
pound  and  metric  units. 

Published  twenty-one  nautical  charts  in  metric  SI  imits  by  the  end  of 
fiscal  year  92.   C&GS  estimates  that  its  inventory  of  approximately  1000 
charts  will  be  published  in  metric  imits  by  about  2007. 

Constructed  two  new  nautical  charts,  and  converted  five  existing  charts 
to  metric  units  by  the  end  of  fiscal  year  92. 

Project  full  operation  of  the  C&GS  Integrated  Digital  Photogrammetric 
Facility  for  fiscal  year  95.  The  IDPF  became  operational  in  fiscal  year 
1991  to  provide  digital  topographic  data  to  metric  charts. 

Provide  a  new  Nautical  Chart  Manual  with  guidance  for  producing 
charts  in  metric  units  as  scheduled  in  fiscal  year  93. 

Continued  to  actively  seek  the  cooperation  of  the  U.S.  Coast  Guard  and 
Corps  of  Engineers  to  deliver  source  data  to  C&GS  in  metric  units 
beginning  in  late  fiscal  year  92. 

Complete  a  new  Coast  Pilot  Manual  with  guidance  for  producing  the 
U.  S.  Coast  Pilot  publication  in  SI  units  in  mid  1993.  Chapters  will  be 
converted  to  SI  imits  in  coordination  with  the  nautical  chart  metrication 
schedule. 

6.  Federal,  State,  and  Load  Consultations.  In  May  1991,  a  nautical  chart 
display  poster  was  widely  distributed  by  C&GS  to  educate  and  inform 
product  users  of  the  rationale  for  converting  nautical  charts  to  metric 
units.  In  January  1992,  a  pamphlet  NOAA  Nautical  Charts  Are  Going 
Metric  was  issued  to  inform  the  public  of  the  advantages  of  metric  units 
in  nautical  charts  and  related  products.  In  fiscal  year  93,  metric 
measurement  units  will  be  incorporated  onto  the  U.S.  Coast  Pilot  which 
is  published  annually.  Chapters  of  the  publication  will  be  changed  to 
reflect  metric  units  on  existing  and  new  metric  charts,  and  to  provide 
instructions  for  using  the  new  charts. 
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7.  Standards.   Standards  employed  for  metrication  of  NOS  products  are 
the  prevailing  national  and  international  standards  in  use  in  the 
nautical  and  aeronautical  charting  and  oceanographic  scientific 
community. 

8.  Private  Industry  Initiatives.   NOS  consultations  on  the  metric  transition 
will  be  incorporated  into  NOS's  regular  on-going  consultative  activities. 

9.  Public-Awareness  Initiatives.   The  overall  public  information  effort  will 
feature  C&GS  exhibits  at  technical  conferences  and  boat  shows,  and 
presentations  to  chart  sales  agents,  pilot  associations  and  boating 
education  organizations. 

10.  Employee  Training.   Most  administrative  and  support  personnel  in  NOS 
will  need  training  in  the  fundamentals  of  the  metric  system.   NOS 
technical  and  technical  support  jaersonnel  are  already  familiar  with  the 
metric  system  and  will  need  only  minimal  training. 

B.      National  Weather  Service  (NWS) 

4.  Conversion  Status  and  Sensitivity.   The  metric  system  has  been  in  use 
by  NWS  for  decades.  Almost  aU  internal  calculations  are  {>erformed  in 
the  metric  system  of  units,  eapeaahy  the  large  computer  simulations  of 
the  atmosphere  done  at  the  National  Meteorological  Center.  Many  of 
the  more  than  1 1  charts  distributed  to  the  professional  community  four 
times  daily  are  now  contoured  in  metric  units.  The  WSR-88D  radar 
system  (NEXRAD),  makes  all  calculations  in  metric  units.   Only  the 
final  displays  are  in  the  inch-pound  system  where  direct  transfer  of 
information  to  users  is  required  in  inch-poimd  units.   NWS  plans  to 
incorporate  the  metric  system  into  all  new  procurement  and  program 
activities  when  conversion  to  metric  units  can  be  accomplished  to 
coincide  with  budget  limitations,  international  agreements,  and  other 
federal  agency  requirement-without  significant  danger  to  life  and 
property. 

5.  Transition  Timetable.   NOAA's  National  Weather  Service  (NWS)  shall 
complete  the  following  actions  on  the  schedule  indicated: 

Formed  a  working  group  to  evaluate  the  effectiveness  of  the  training 
effort,  and  advise  the  Assistant  Administrator  (NWS)  on  the  advisability 
of  specific  changes  from  inch-poimds  to  metric  units  in  NWS  products, 
beginning  in  fiscal  year  92. 

Developed  a  listing  of  stock  items  likely  to  be  procured  with  either  inch- 
poimd  or  metric  specifications.  Marginal  costs  will  be  tabulated  and 
tracked  and  made  a  factor  in  making  procurement  decisions.   NWS  will 
purchase  hardware  with  metric  dimensions  whenever  practical 
beginning  in  fiscal  year  92. 

Used  the  Ck>nsole  Replacement  System  as  a  pilot  for  the  development  of 
metric  procurement  procedtu^es.  The  contract  language,  and  especially 
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the  obstructions  to  contractors  concerning  metric  dimensions  for  this 
project  will  be  determined  in  fiscal  year  92. 

Continue  to  advocate  usage  of  metric  units  in  international  and 
intergovernmental  forums. 

Negotiations  have  established  the  new  Meteorological  Aviation  Repwrt 
(METAR)  weather  code  as  the  replacement  for  the  SAO  weather        ' 
reporting  code.  METAR  will  merge  the  North  American  Aviation  Code 
(English  units)  with  the  International  Code,  to  provide  a  single  code 
which  allows  reporting  weather  data  in  metric  units  worldwide. 
METAR  will  be  implemented  in  two  stages,  the  first  to  begin  by  July  1, 
1993. 

Replace  the  SAO  weather  data  reporting  code  with  the  METAR  weather 
code  when  established  by  international  negotiations  and  FAA 
requirements.   International  implementation  of  software  development 
for  the  METAR  code  is  proposed  to  begin  in  July  1993. 

Continue  to  monitor  "value  added"  contractor  requirements  for  weather 
and  related  information  in  metric  units. 

Federal,  State  and  Local  Consultations.   User  requirements  generally 
determine  the  form  in  which  NWS  data  are  provided.  Internationally 
distributed  data,  data  provided  in  some  weather  and  river  stage 
forecasts,  and  storm  watches  and  warnings  are  considered  critical 
actions  because  they  may  affect  public  h^th  and  safety.   Conversion  to 
metric  imits  must  be  carefully  coordinated  with  users  of  the  data. 

NWS  is  given  domestic  aviation  requirements  by  the  Federal  Aviation 
Administration  (FAA).   International  requirements  are  obtained  through 
the  international  Civil  Aviation  Organization  (ICAO).   E^ch 
organization  acts  responsibly  and  deliberately  in  matters  concerning 
changes  in  aviation  weather  information,  and  is  careful  not  to 
compromise  aviation  safety.   Changes  in  parameters,  e.g.,  cloud  heights 
and  altitudes,  from  inch-pound  to  metric  units  will  continue  to  be  slow, 
deliberate,  and  very  much  dependent  on  international  agreement. 

The  watch  and  warning  activities  of  the  NWS  assist  the  public  in 
making  decisions  affecting  the  safety  of  life  and  property.   Often, 
dedsions  are  made  rapidly  luder  stress  and  conversion  errors  from 
metric  to  inch-pound  units  can  result  in  the  transmission  of  incorrect 
information.  Thus,  until  educational  initiatives  and  the  metric 
transition  effects  on  aviation  safety  are  evaluated.  The  NWS  will 
continue  to  produce  products  in  the  customaiy  inch-pound  imits. 

Standards.  The  metric  standards  NWS  will  use  in  its  transition  will  be 
the  prevailing  international  standards  and  data  presentation  formulas 
and  units. 
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8.  Private  Industry  Initiatives.   Over  50  percent  of  NWS  products  are 
transmitted  to  "value-added"  contractors  for  distribution  to  end  users.   If 
data  were  delivered  to  the  contractors  in  metric  form  most  contractors 
would  convert  the  data  to  inch-pound  format  to  meet  end-user  needs. 
Thus,  noncritical  information  will  be  converted  to  metric  units  only 
after  coordination  with  the  user  community  on  all  matters  concerning 
costs  and  processing  requirements. 

9.  Public  Awareness  Initiatives.   The  public  is  generally  imaware  of  the 
1988  change  in  metric  policy  for  federal  agencies,  and  the  reasons  for 
the  change.  While  the  piibUc  "education"  required  to  xinderstand  metric 
imits  used  in  metrology  may  not  be  a  serious  obstacle,  a  public 
awareness  campaign  shoxild  precede  any  effort  to  persuade  "value-added" 
weather  contractors  to  use  metric  luiits.  NWS  will  coordinate 
development  and  implementation  of  these  initiatives  with  other  agencies 
that  have  programs  with  similar  impact  on  public  health  and  safety. 

10.  Employee  Training.  Training  and  education  in  the  correct  use  of  the 
metric  system  will  be  required  of  administrative,  technical  and 
operational  personnel  not  already  familiar  with  the  use  of  metric  units. 
Estimates  of  personnel  and  training  requirements  wiU  be  made  available 
beginning  in  early  fiscal  year  93  when  NOAA  training  curricula  are 
developed  and  available. 


C.      National  Marine  Fisheries  Service  (NMFS) 

4.  Conversion  Status  and  Sensitivity.  The  NMFS  has  been  committed  to 
the  metric  system  of  measurement  for  many  years.  NMFS  scientific 
journals,  the  Fishery  Bulletin,  and  Marine  Fishery  Review,  have  used 
metric  units  exclusively  since  1955.  All  scientific  data  collections 
controlled  by  NMFS,  including  biological  observations  and  fishery- 
independent  measures  from  research  vessel  cruises,  use  the  metric 
system. 

5.  Measurement  Sensitivity.  The  traditional  inch-pound  measurement 
units  continue  to  be  used  throughout  the  U.S.  fishing  industry 
including: 

Fish  landings  are  recorded  in  pounds. 

Canned  fish  volumes  are  stated  in  oimces,  pints,  and  quarts. 

Processed  fish  portions  are  stated  in  ounces. 

6.  Conversion  Status  and  Sensitivity.   Conversion  of  data  to  metric  units  is 
a  routine  operation  for  NMFS  analysts  when  reporting  to  international 
organizations,  such  as  the  United  Nation  Food  and  Agricultural 
Organization.  Data  distributed  to  the  public  or  to  the  fishing  industry 
are  generally  reported  in  the  same  format  as  the  original  data.  There  is 
moderate  to  strong  resistance  to  metric  usage  by  various  sectors  of  the 
fishing  industry.  The  NMFS  is  sensitive  to  this  problem  since  much  of 
its  data  relies  on  voluntary  contributions  by  industry. 
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International  trade  data  are  an  exception  to  industry's  use  of  inch- 
pound  units.   Beginning  in  1990,  records  of  import/export  transactions 
supplied  to  NMFS  by  the  Bureau  of  Census  are  in  metric  units.   In 
response,  NMFS  converted  trade  data  bases  and  publications,  including 
the  1990  Import  and  Export  Annual  Summary,  to  metric  units  at  a  cost 
of  approximately  $5000. 

5.  Transition  Timetable.   Interned  use  of  the  metric  system  within  NMFS 
is  widespread  and  has  been  well  accepted  since  the  mid-1950s.  The 
NMFS  will  continue  to  encotirage  the  fishing  industry  and  the  general 
public  to  fully  adopt  the  metric  standard  by  1997.  Some  internal 
impediments  to  further  metrication  in  NA£F^  include: 

Elxpenses  for  training  NMFS  personnel. 
Printing,  forms  redesign,  and  data  processing  modifications. 
Reluctance  by  the  fishing  industry  to  accept  metric  usage,  and  to 
supply  and  accept  data  in  metric  units  of  measure. 

The  costs  to  overcome  the  internal  and  external  barriers  for  transition 
to  the  metric  system  are  estimated  to  exceed  $225,000  over  a  3-year 
period. 

6.  Federal,  State  and  Local  Consultations.   Not  applicable 

7.  Standards.  No  special  standards  required. 

8.  Private  Industry  Initiatives.  The  NMFS  shall  search  for  opportunities 
to: 

Meet  with  fishing  industry  leaders  to  discuss  the  benefits  of 
adopting  the  metric  system,  and  provide  comments  to  NOAA's 
Metric  Panel  and  DOC's  Metric  Program  Office. 

Develop  outreach  programs  and  distribute  material  to  familiarize 
the  public  and  fishing  industiy  with  NMFS  metric  transition 
planning. 

9.  Public-Awareness  Initiatives.   Promote  use  of  metric  units  through 
customer  education  using  dual  units  in  publications  for  the  general 
public  during  transition,  and  promote  fiilfillment  of  fishery's  data 
requests  in  metric/English  units.  This  practice  will  be  limited  because 
NMFS  estimates  additional  costs  of  $1M  in  computer  usage,  staff  time, 
and  printing  costs  are  required.  The  resources  needed  are 'not  available 
now. 

10.  Employee  Training.  Training  in  the  correct  use  of  the  metric  system 
will  be  required  of  administrative,  technical  and  operational  personnel 
not  already  well  versed  in  the  correct  use  of  the  metric  system.   Revised 
estimates  of  training  requirements  for  NMFS  personnel  will  be  made  in 
the  first  quarter  of  fiscal  year  92  when  NOAA  training  curricula  are 
finalized. 
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National  Environmental  Satellite  Data  and  Information  Service 

(NESDIS) 

4.  Conversion  Status  and  Sensitivity.   NESDIS  is  incorporating  the  metric 
system  into  its  day-to-day  operations,  subject  to  resource  limitations. 
NESDIS  data  centers,  i.e.,  the  National  Climatic  Data  Center  (NCDC), 
National  Geophysical  Data  Center  (NGDC),  and  the  National 
Oceanographic  Data  Center  (NODC),  operate  in  the  metric  system  with 
some  limitations: 

Most  data  received  by  NESDIS  are  in  the  inch-pound  system  and  all 
data  are  archived  in  the  same  units  as  received. 

The  format  designed  in  1982  for  NCDC's  digital  data  archives  (TD-3200, 
TD-3210  etc.),  provides  for  the  inclusion  of  data  in  metric  units. 

Data  output  from  aU  NESDIS  National  Data  Centers  is  delivered  to 
customers  in  either  English  or  metric  imits,  depending  on  customer 
preference. 

NESDIS  continues  to  emphasize  metric  units  in  all  its  activities,  and  to 
educate  users  to  help  them  convert  from  English  units  to  the  metric 
system.  An  informal  system  has  been  established  to  remind  the  staff  to 
"think  metric."  Metric  is  the  preferred  system  of  units  for  all  NESDIS 
products  and  English  units  are  used  only  when  customers  require 
information  in  the  conventional  system  of  imits. 

NESDIS  continues  to  work  closely  with  the  private  sector  to  obtain 
estimates  of  the  marginal  costs  to  metricate  the  design,  development 
and  fabrication  of  NOAA's  new  satellite  series.  The  probability  of 
spreading  such  costs  fairly  among  future  users  of  space  systems  will  be 
examined  and  decisions  concerning  the  metrication  of  future  NOAA 
satellites  wiU  be  made  by  late  fiscal  year  92. 

5.  Transition  timetable.   The  metric  system  will  be  used  in  all  NESDIS 
operations,  and  in  the  design  of  futxu«  satellite  sjrstems  for  the  post- 
1998  period,  to  the  extent  economically  feasible.  This  action  is 
dependent  on  the  approach  taken  by  NASA  in  managing  NOAA's 
satellite  system  development  program.  NESDIS  has  been  directed  to 
iise  metric  units  for  new  satellite  programs  but  the  cost  to  do  so  may  be 
high.  However,  phase  A  studies  for  the  NOAA  O,  P,  and  Q  satellites  are 
being  done  in  the  metric  system.  The  launch  vehicle  components  are 
specified  in  the  inch-pound  system  of  units  because  they  were  designed 
and  built  years  ago  using  inch-po\ind  specifications. 

Requirements  are  placed  on  NESDIS  by  outside  users  to  supply  specific 
information  in  the  English  system  of  units.   For  example,  the  aviation 
industry  (via  the  FAA)  requires  all  NESDIS  data  and  information 
describing  cloud  conditions  that  may  affect  aircraft  safety  to  be  delivered 
in  English  measurement  units. 
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6.  Federal,  State  and  Local  Consultations.   Consultations  with  Federal 
agencies  are  primarily  with  GSA  and  NASA,  as  described  in  the 
following  items:  _ 

NCDC  has  requested  the  General  Services  Administration  (GSA)  to.- 
incorporate  the  use  of  metric  units  on  all  construction  specification  and 
designs  for  the  new  building  in  Asheville,  NC,  to  the  extent  that  funding 
and  schedule  permit. 

With  NOAA's  concurrence,  NASA  has  initiated  a  requirement  that 
metric  units  be  used  in  the  design,  development  and  fabrication  phases 
of  the  NOAA  O,  P  and  Q  satellites.  Since  NOAA  will  fund  these 
contracts,  the  marginal  costs  of  the  metric  requirement  would  be  borne 
by  NOAA.  No  funds  are  currently  available  for  this  purpose. 

Some  experts  believe  the  design  and  tooling  costs  to  convert  an 
aerospace  production  line  to  metric  standards  could  be  substantial. 
NEISDIS  is  concerned  and  believes  such  costs  should  be  spread  over 
future  satellite  production  and  among  users  of  satellite  systems. 

7.  Standards.   Construction  standards  for  the  new  building  wiU  be 
determined  in  consultation  with  GSA's  Public  Building  Service.  The 
standards  for  the  design  of  satellites  will  be  determined  in  consultation 
with  NASA.  The  standards  for  data  are  determined  by  scientific  and 
other  user  communities. 

8.  Private  Industry  Initiatives.   Industry  consultations  will  be  coordinated 
with  GSA  and  NASA  as  appropriate. 

9.  Public-Awareness  Initiatives.   None  Applicable. 

10.  Employee  Training.  Most  NESDIS  personnel  are  familiar  with  the 
metric  (SI)  system  of  imits,  but  tjrpically  do  not  think  in  metric  terms. 
In  the  eariier  stages  of  metric  transition,  dual  units  may  be  used  in 
contracts,  publications,  and  the  dissemination  of  data  if  consistent  with 
that  recommended  by  NOAA  and  DOC. 

Two  levels  of  training  for  use  of  metric  units  will  probably  be  required 
by  NESDIS.  Administrative  personnel  need  a  basic  level  of 
familiarization  with  metric  usage,  and  technical  and  contracts  personnel 
need  a  more  advanced  level  of  training.  In  both  cases  the  depth  and 
intensity  of  training  needs  to  be  determined. 

E.     Office  of  Oceanic  and  Atmosplieric  Researdi  (OAR) 

4.       Conversion  Status  and  Sensitivity.   NOAA's  Office  of  Oceanic  and 
Atmospheric  Research  (OAR)  has  long  supported  use  of  the  metric 
Bjrstem  of  weights  and  measures  and  uses  the  system  in  all  its  science 
and  research  programs.  All  eleven  Environmental  Research 
Laboratories  (ERLs)  use  the  metric  system  in  their  science  programs. 
Cooperative  research  with  the  Joint  Institutes  also  supports  use  of  the 
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metric  system  in  the  university  oommimity.  OAR  research  and 
development  programs  will  continue  to  use  the  metric  system  of  units  in 
all  scientific  activities,  and  will  promote  use  of  metric  units  in 
prociu^ment  and  administrative  support  functions,  to  the  extent  that  it 
is  economically  feasible  to  do  so. 

5.  Transition  Timetable.   OAR  is  essentially  metric  except  for  continuing 
use  and  maintenance  of  some  existing  equipment  which  incorporate 
inch-pound  measurement  imits  and  standards. 

6.  Federal,  State  and  Local  Consultations.   Not  applicable. 

7.  Standards.   All  standards  in  current  use  are  metric 

8.  Private  Industry  Initiatives.   Not  applicable. 

9.  Public-Awareness  Initiatives.   Not  Applicable. 

10.  Employee  Training.   OAR  research  staff  are  proficient  in  metric  usage. 
Administrative  and  support  personnel  are  trained  as  needed. 

F.      Office  of  NCAA  Corps  Operatioiu  (ONCO) 

1.  Program  Element.  Metrication  in  ONCO  involves  NOAA  ship 
operations,  ship  maintenance,  ship  modifications,  and  new  ship 
construction.  The  existing  NOAA  fleet  of  21  ships  and  almost  all 
permanent  gear  and  equipment  on  board  these  vessels  was  constructed 
using  inch-pound  units  of  measurement.  NOAA's  Fleet  Replacement 
and  Modification  (FRAM)  program  will  specify  new  ship  construction 
and/or  major  modifications.  Althou^  U.S.  shipyards  lack  experience  in 
metric  design  and  construction,  the  Office  of  NOAA  Corps  Operations 
will  attempt  to  use  the  metric  system  in  all  future  ship  construction, 
maintenance,  and  ship  repair  programs  to  the  highest  degree  possible, 
without  incurring  prohibitive  economic  penalties  or  delays  in  the 
performance  of  these  activities. 

2.  Supporting  Activities.   Ship  operations,  maintenance,  modifications,  new 
ship  construction. 

3.  Measurement  Sensitivity.  All  ONCO  operations  involve  measurement 
use. 

4.  Conversion  Status  and  Sensitivity.  ONCO  activities  currently  use  the 
inch-potind  system  of  units.  Certain  non-metric  imits,  e.g.,  the  knot,  the 
nautical  mUe,  and  the  fathom,  are  used  internationally  and  will  continue 
to  be  used  in  NOAA  ship  operations  imtil  new  equipment  is  installed  or 
other  changes  or  agreements  occur. 

5.  Transition  Timetable.  The  transition  planning  and  external 
consviltation  process  is  underway  and  ONCO  is  conunitted  to  metric 
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usage  but,  the  date  for  competition  of  the  transition  has  not  been 
established.  Potential  barriers  include: 

Higher  ship  design,  construction  and  modification  costs  and  the 
extended  time  for  performance  of  these  activities  using  metric  units. 

Human  factors  including  resistance  to  change,  and  the  perception  that 
higher  metric  transition  costs  will  not  be  compensated  by  life-cycle  cost 
reductions  and  benefits. 

6.  Federal,  State,  and  Local  Consultations.  Consultations  are  focused  on 
the  U.S.  Navy  and  the  U.S.  shipbuilding  industry. 

7.  Standards.   In  coordination  with  the  U.S.  Navy,  ONCO  will  use 
prevtdling  international  metric  standards. 

8.  Private  Industry  Initiatives.   ONCO  shall  complete  the  following  actions: 

Conduct  detailed  discussions  with  senior  U.S.  shipbuilding  executives  to 
estimate  the  marginal  cost  and  extension  of  time  for  performance,  if  use 
of  metric  specifications  and  standards  are  specified  in  new  NOAA  ship- 
construction  contracts.  An  analysis  of  these  potential  additional  costs 
and  delays  will  follow  as  warranted. 

Plan  to  solicit  separate  bids  in  inch-pound  and  metric  tmits  for  NOAA 
Fleet  Replacement  and  Modification  (FRAM)  program,  beginning  in 
fiscal  year  1993. 

9.  PubUc-Awareness  Initiatives.   Not  Applicable. 

10.  Employee  Training.  Metric  training  is  required  at  two  levels: 

Basic  metric  training  is  needed  for  non-technical  people  to  acquaint 
those  unfamiliar  with  metric  usage  with  the  fundamental  information 
needed  for  a  smooth  and  rapid  changeover  to  the  metric  system  of  units. 

Advanced  training  of  a  motivational  nature  is  needed  for  technical 
personnel  and  mid-level  managers  to  examine: 

The  detailed  history  of  metrication  efforts  in  the  United  States  and 
its  many  advantages  over  the  inch-poimd  system  of  imits,  as  they 
relate  to  ONCO,  the  United  States,  and  the  international 
community. 

Elxamples  of  successful  U.S.  metric  conversions,  their  problems, 
pitfalls,  and  strategies  for  success. 

G.     OtBce  Of  Administration,  Procurement  and  Training  GfGces 

2.      Supporting  Activities.  Metric  procurement  requirements  and 

specifications  are  developed  by  NOAA's  Line  Offices  in  response  to 
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needs  for  goods  and  services.  These  are  reviewed  by  NOAA's 
Procurement  Offices,  based  on  regulations  designed  to  ensure 
acquisition  of  goods  and  services  at  fair  and  reasonable  prices. 

NOAA's  metric  policy  is  clearly  defined  in  the  NOAA  Metric  Trxmsition 
Plan,  September  1992:    "NOAA  shall  use  the  metric  (SI)  system  of 
measurement  in  all  programs,  procurements,  grants  and  other  business- 
related  activities,  consistent  with  international  agreements,  and  other 
Federal,  State,  local  agency  and  private  sector  requirements  by 
September  30,1992,  or  by  dates  certain  approved  by  the  Deputy  Under 
Secretary  (DDS)  of  NOAA." 

This  pKjlicy  makes  Line  Office  program  officials  responsible  for 
developing  the  requirements  and  specifications,  and  for  implementing 
metric  tisage  in  procurement  actions.  The  program  ofildals  will  also 
establish  procediu«s  for  reviewing  procurement  actions,  including 
statements  of  work,  to  ensiire  NOAA's  Guidelines  For  Metrication  are 
followed.  The  Contract  Officer,  in  consultation  with  the  Line  and 
Program  Offices,  shall  have  the  primary  responsibility  for  metrication 
decisions  affecting  cost  and  extent  of  competition. 

NOAA  has  drafted  Interim.  Procurement  Procedures  in  Appendix  A, 
Section  3.7  of  the  Plan,  which  are  consistent  with  Commerce  Acquisition 
Circular  93-01,  but  are  more  detailed  to  provide  useful  working 
guidance  to  NOAA  program  and  procurement  officials.   Final  Metric 
Procurement  Procedtires  are  being  drafted,  and  after  review  should  be 
distributed  later  in  FY  93. 

4.       Conversion  Status  and  Sensitivity.   Beginning  October  1,  1992,  it  is 
NOAA  policy  to  use  the  metric  system  of  units  in  all  procurements 
imless  it  can  be  demonstrated,  and  determined  in  writing,  that:   (a) 
there  are  overriding  economic,  safety  or  other  concerns  that  would 
render  use  of  metric  units  impractical;  (b)  use  of  the  metric  system  is 
likely  to  cause  significant  inefficiencies;  or  (c)  metric  usage  is  likely  to 
cause  a  loss  of  markets  for  U.  S.  firms. 

8.  Private  Industry  Initiatives.   None  to  date. 

9.  Public-Awareness  Initiatives.   None  planned. 

10.  Employee  Training:  NOAA  believes  that  appropriate  training  of 
procurement  offidals,  program  officers,  and  some  NOAA  administrative 
employees  is  essential  to  the  success  of  the  metric  transition  program. 
Funds  were  made  available  for  metric  training  in  July  1992  by  the 
Deputy  Under  Secretary  of  NOAA,  a  contractor  was  selected,  and  the 
first  program  was  developed  for  training  procurement  officials  and 
specification  writers.  Three  training  sessions  (two  pilot  sessions  and  one 
scheduled  session)  for  procurement  officials  were  convened  in  late  fiscal 
year  1992.   As  a  result  of  comments  from  these  sessions,  a  metric 
training  program  with  specific  goals  is  being  developed  and  additional 
training  sessions  for  the  remaining  procurement  and  specification 
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ofTicials  will  be  scheduled  for  early  fiscal  year  1993.  Training  of  NOAA 
technical  and  administrative  personnel  will  follow  later  in  the  second 
and  third  quarters  of  fiscal  year  1993. 

Xn.  NATIONAL  TELECOMMUNICATIONS  AND  INFORMATION  AGENCY 

(NTIA) 

1.  Program  Element.   The  National  Telecommunications  and  Information 
Agency  (NTIA): 

Serves  as  the  principal  executive  branch  advisor  to  the  President  on 
telecommunications  £md  information  policy, 

Develops  and  presents  U.S.  telecommimications  plans  and  policies  at 
international  meetings; 

Coordinates  federal  agency  positions  on  telecommimications; 

Prescribes  policy  for  managing  use  of  the  radio  frequency  spectrum; 

And  serves  as  the  principal  federal  telecommimications  research  and 
engineering  laboratory. 

2.  Supporting  Activities.   Domestic  and  international  policies. 

3.  Measurement  Sensitivity.   The  NTIA  master  file  of  all  frequency 
assignments,  antenna  heights,  and  service  areas  contains  measurement 
imits.  Standards  for  government  radio  stations,  propagation  studies, 
publications  and  handbooks  all  contain  measurement  units. 

4.  Conversion  Statiis  and  Sensitivity.   All  NTIA  documents  and  computer 
files  have  been  converted  to  metric  units.  New  applications  require 
metric  usage. 

5.  TVansition  Timetable.  The  metric  transition  is  complete. 

6.  Federal,  State,  and  Local  Consultations.   Not  applicable. 

7.  Standards.  Standards  are  those  employed  in  the  telecommimications 
induBtiy. 

8.  Private  Industry  Initiatives.  None  applicable. 

9.  Public  Awareness.  Not  applicable. 

10.  Employee  Training.  Training  is  conducted  for  support  personnel  as 
needed.  Professional  staff  members  are  familiar  with  the  metric  system. 


31 


403 


Xm.  PATENT  AND  TRADEMARK  OFFICE  (PTO) 

The  PTO  does  not  engage  in  activities  which  are  truly  measurement  sensitive. 
Therefore,  the  PTO  has  deemed  it  appropriate  to  use  dual  metric/inch-pound  standards 
that  provide  for  the  use  of  metric  units  either  alone  or  in  addition  to  their  inch-pound 
vmit  equivalents. 

A  survey  of  PTO  senior  staff  officials  and  members  of  the  patent  bar  was  made  to 
obtain  their  views  on  the  feasibility  of  a  rule  change  requiring  measurements  in  patent 
appUcations  to  be  stated  in  metrics.  In  view  of  the  siirvey  results  and  all  other  factors 
considered,  it  was  determined  that  a  rule  change  would  not  be  feasible  at  this  time. 

A  notice  to  re-emphasize  PTO's  present  policy  of  strong  encouragement  for  applicants  to 
voluntarily  use  metrics  in  patent  applications  was  published  in  the  PTO  Official  Gazette 
on  February  18,  1992. 

The  PTO  Manual  of  Patent  Examining  Procedure  had  previously  been  converted  to  list 
all  inch-pound  measurements  in  their  metric  equivalents.  Four  other  PTO  publications 
(Basic  Facts  About  Patents,  Basic  Facts  About  Trademarks,  General  Information 
Concerning  Patents,  and  Disclosure  Document  Program)  have  been  revised  and  all  were 
reprinted  by  the  end  of  September  1992  to  include  metric  measurements. 

A-4  size  paper  is  used  in  patent  ^plications  filed  under  the  Patent  Cooperation  Treaty 
(PCT)  because  it  is  an  international  requirement.  PCT  is  an  optional  means  to  acquire 
patent  protection  in  foreign  countries.  However,  the  number  of  PCT  applications  filed 
in  the  PTO  is  not  significant.  Requiring  the  use  of  A-4  size  paper  in  aU  patent 
applications  before  it  is  widely  used  by  the  Government  and  the  courts,  an  issue  raised 
by  PTO  users,  remains  an  existing  concern  that  should  probably  be  addressed  by  a 
government-wide  policy. 


XIV.  TECHNOLOGY  ADMINISTRATION 

The  Technology  Administration  serves  as  the  focal  point  for  U.S.  science  and  technology 
poUcy  and  functions  as  a  catalyst  and  facilitator  to  improve  U.S.  indtistry's  international 
technological  competitiveness. 

A.      National  Lutitate  of  Standards  and  Technology  (NIST) 

1.  Program  Element.   In  addition  to  its  long-standing  mission  to  develop, 
maintain,  and  retain  custody  of  the  national  standards  of  measurement, 
NIST  assists  industry  in  the  development  of  technology  needed  to 
improve  product  quality,  to  modernize  manufactiuing  processes,  to 
enstu^  product  reliability,  and  to  facilitate  the  rapid  commercialization 
of  products  based  on  new  scientific  discoveries. 

2.  Supporting  Activities.   NIST's  mission  supports  U.S.  commerce  and 
industry  with  a  broad  program  of  fundamental  measurement  technology 
and  related  standards.  In  addition  to  NIST's  core  strength  in  metrology 
and  technology  services,  NIST  has  responsibility  for  several  important 
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outreach  programs  aimed  at  enhancing  the  efficiency,  effectiveness  and 
competitiveness  of  U.S.  industry. 

As  a  scientific  organization  NIST  is  fundamentally  a  "metric" 
organization  and  has,  over  a  long  period  of  time,  been  an  advocate  for 
the  benefits  of  completing  transition  to  metric  usage.   NIST  has 
assumed  responsibility  for  administering  the  Department's  Federal 
metric  transition  leadership  and  coordination  role.  In  addressing  its 
own  metric  transition,  NIST  established  a  NIST  Metric  Committee  and 
developed  a  transition  plan. 

Measurement  Sensitivity.   NIST's  core  and  support  programs  are  all 
meastirement-sensitive  to  some  degree. 

Conversion  Status  and  Sensitivity.   The  NIST  Metric  Committee 
developed  a  Metric  Transition  Plan  which  was  initially  approved  by  the 
NIST  Director  on  June  12,  1990.   The  NIST  Metric  Transition  Plan  of 
June  12,  1990,  was  revised  on  November  29,  1991,  and  identification 
and  approval  of  NIST-wide  metric  initiatives  were  completed  on 
February  14,  1992.   The  implementation  of  the  plan  is  organized  into 
the  following  cross-cutting  tasks  designed  to  lead  and  support  NIST's 
metric  transition: 

NIST  Metric  Policy  and  Planning 

Procurement 

Technical  Publications  and  Industry  Outreach  Communications 

SI  Units-Interpretation  for  use  in  the  United  States 

In  the  area  of  procurement,  the  NIST  storeroom  stocks  over  9000  items 
and  over  30%  are  metric.  The  NIST  Administrative  Manual  requires 
use  of  performance  specifications  expressed  in  metric  units  in  the 
procurement  of  commercial  products.   In  all  non-stock  procurement, 
including  supplies  and  equipment,  services  and  construction,  NIST 
policy  is  to  procure  in  metric  units.   While  the  metric  system  is  not  yet 
the  accepted  system,  soft  metric,  hybrid  or  dual  units  may  be  used 
during  the  transition. 

Training  of  Acquisition  and  Assistance  division  staff  was  completed  by 
September  30,  1992.  A  Procurement  Brochure  defining  the  NIST 
Metric  Procurement  Policy  has  been  completed.   NIST  Metric 
Procurement  policy  and  procedures  for  requisitions  is  scheduled  for 
publication  in  the  NIST  Administrative  Manual  by  the  end  of  calendar 
year  1992.  A  meyor  facilities  acquisition  program,  announced  in  the 
Commerce  Business  Daily  on  February  13,  1992,  stated  NIST's  intent  to 
use  SI  metric  in  the  project  design  and  construction. 

In  the  area  of  technical  publications,  the  NIST  policy  requires  metric 
usage  in  all  NIST  publications.   In  addition  to  the  requirement  for 
metric  usage,  the  following  new  publications  have  been  issued 
specifically  to  facilitate  metric  transition: 
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NIST  Special  Publication  811,  Guide  for  the  Use  of  the  International 
System  of  Units,  September  1991. 

NIST  Special  Publication  814,  Interpretation  of  the  SI  for  the  United 
States  and  Metric  Conversion  Policy  for  Federal  Agencies,    October  1991. 

NIST  Letter  Circular  1136,  The  United  States  and  the  Metric  System~A 
Capsule  History,  May  1992. 

NIST  Special  Publication  304,  "Metric  Chart." 

NIST  Special  Publication  304A,   "Metric  chart  and  Brief  History  of 
Measurement  Systems." 

NIST  Special  Publication  330  (1991  Edition),  The  International  System 
of  Units  (SI). 

NIST  also  maintains  a  database  and  provides,  on  request,  a  bibliography 
of  metrication  documents  and  references. 

The  SI  Units  of  Measiu^ement,  commonly  referred  to  as  the  "metric 
system,"  are  developed  and  modified  by  international  organizations 
established  and  operated  under  the  Treaty  of  the  Meter.  NIST 
represents  the  U.S.  in  the  international  organizations  and  interprets  the 
SI  system  for  use  in  the  United  States.  These  official  interpretations 
are  announced  by  notices  in  the  Federal  Roister.  The  current 
interpretation  was  published  in  December  1990  and  is  promulgated 
through  NIST  Special  Publication  330. 

5.  Transition  Timetable.   NIST  is  operating  with  some  degree  of  preferred 
metric  usage  in  place  in  all  areas,  including  procurement  and  other 
support  programs.  There  are  no  barriers  to  completion  of  NIST's 
metric  transition.  The  m^'or  barrier  to  immediate  conversion  by  NIST's 
extramtiral  program  grantees  is  that  small  companies  tend  to  place  a 
high  priority  on  current  customer  needs  or  preferences  for  non-metric 
units. 

6.  Federal,  State,  and  Local  Consultations.   NIST  has  extensive  outreach 
to  federal,  state,  and  local  government,  professional  technical  groups 
and  industry.  Metric  transition  advocacy  and  assistance  programs  are 
not  only  institutionalized  throughout  NIST  organizations  and  activities, 
but  formal  transfer  of  the  Department's  metric  transition  leadership, 
coordination  and  support  functions,  which  is  in  process,  involves 
extensive  consultative  activity. 

7.  Standards.   NIST  has  primaiy  responsibility  for  the  Nation's 
measiu^ment  standards  and  for  participation  on  behalf  of  the  U.S. 
government  in  international  activities  and  organizations  involved  with 
measurement  standards.  Metric  usage,  advocacy  and  technical  guidance 
and  assistance  for  metric  use  in  U.S.  commerce  and  industry  is  an 
integral  part  of  these  activities. 
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8.  Private  Industry  Initiatives.   A  statement  of  NIST  metric  policy  will  be 
included  in  future  calls  for  grant  propxjsals  in  NIST's  important 
extramural  programs  such  as  the  Advanced  Technology  Program  (ATP) 
and  the  Manufacturing  Technology  Center's  (MTC)  program.  The 
application  requests  and  award  factors  will  consider  metric  usage  as  a 
factor  affecting  efficiency  and  competitiveness  of  U.S.  export  products. 

9.  Public-Awareness  Initiatives.   NIST's  Technology  Services  activities 
involve  development  of  a  wide  variety  of  products  aimed  at  public 
awareness  of  the  metric  system  and  the  U.S.  metric  transition  process. 

10.  Employee  Training.   NIST  scientific  and  technical  staff  are  fully  capable 
of  metric  usage.  Training  for  support  program  personnel,  such  as 
procurement  staff,  was  completed  by  September  30,  1992. 

B.      National  Technical  Information  Service  (NTIS) 

1.  Program  Element.   The  National  Technical  Information  Service  (NTIS) 
receives  scientific,  technical,  and  engineering  (STE)  information  in 
various  media  from  numerous  soiux»s,  archives  the  information,  and 
makes  copies  available  to  its  customers.  NTIS  does  not  alter  the 
content  of  the  STE  products  it  receives,  and  performs  no  measurement 
activities  requiring  metric  usage. 

2.  Supporting  Activities.   NTIS  produces  no  original  publications  requiring 
metrication.  NTIS  does  not  perform  in-house  design  of  any  equipment, 
and  does  not  have  grant  programs. 

3.  Measurement  Sensitivity.   Not  applicable. 

4.  Conversion  Status  and  Sensitivity.   As  part  of  its  overall  marketing  and 
outreach  program  to  U.S.  industry,  academia,  government  and  the 
general  public,  NTIS  makes  the  following  metrication  publications 
available: 

Metrication  in  the  United  States.  A  Published  Search,  PB92-850973, 
$65.00,  paper,  domestic. 

International  Systems  of  Units  (SI).  PB92-109032,  $19.50,  paper, 
domestic. 

Metric  Conversion  Activities  of  Federal  Government  Agencies  in 

Compliance  with  P.L.  110-418,  Section  5164,  Metric  Usage.  PB92- 
120153,  $19.50,  paper,  domestic. 

Interpretation  of  the  SI  for  the  United  States  and  Metric  Conversion 
Policy  for  Federal  Agencies.  PB92-126572,  $17.50,  paper, 
domestic. 

Federal  Metric  Report,  1987.  PB89-1 14490,  $19.50,  paper,  domestic. 
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Metric  Handbook  for  Federal  Officials;  Recommendations  of  the 

Interagency  Committee  on  Metric  Policy.  PB89-226922,  $19.50, 
{>aper,  domestic. 

International  System  of  Units,  Physical  Constants,  and  Conversion 
Factors,  Second  Revision.  N732  6969,  $12.50,  paper,  domestic. 

Several  new  and  revised  metric  publications  developed  by  the  National 
Institute  of  Standards  and  Technology  (NIST)  and  other  federal 
agencies  are  entering  the  NTIS  system.  NTIS  in  cooperation  with 
NIST,  is  exploring  way  of  improving  the  marketing  of  the  available 
metric  transition  documents. 

In  the  area  of  printing  and  publication,  NTIS  purchases  printing 
services  through  GPO  and  will  follow  GPO  and  Joint  Committee  on 
Printing  transition  leadership. 

In  the  area  of  supplies  and  equipment,  NTIS  orders  general  supplies 
and  equipment  through  GSA.   NTIS  will  follow  GSA  Federal  Supply 
Service  leadership  in  requisitioning  in  metric  units.  Solicitations  for 
contracts  for  equipment  will  reflect  a  policy  of  encouraging  commercial 
equipment  suppliers  to  furnish  equipment  based  on  metric  designs 
which  can  meet  performance  and  other  specific  requirements  at  a 
competitive  price. 

5.  TVansition  Timetable:   Not  applicable 

6.  Federal,  State,  and  Local  Consultations.  Not  applicable 

7.  Standards.   Not  applicable. 

8.  Private  Industry  Initiatives.   Not  applicable. 

9.  Public  Awareness  Initiatives.   Not  applicable. 

10.  Employee  Training.   NTIS  employees  are  not  generally  involved  directly 
in  measurement  sensitive  activity.  General  employee  awareness  and 
familiarization  is  conducted  as  needed.  Employees  whose  duties  require 
metric  knowledge  (such  as  subject  analysts)  already  possess  such 
knowledge  (B.A.  degrees  in  the  sciences)  when  hired. 

XV.  UNITED  STATES  TRAVEL  AND  TOURISM  ADMINISTRATION  (USTTA) 

The  mission  of  the  United  States  Travel  and  Tourism  Administration  (USTTA)  is 
to  increase  U.S.  export  earnings  from  trade  in  tourism  by  facilitating  international 
tourism  development,  coordinating  international  toiuism  policy,  carrying  out 
statistical  research  programs  designed  to  increase  the  American  travel  industry's 
awareness  of  the  international  tourism  market,  facilitating  the  entry  of  medium 
and  small  sized  American  travel  companies  into  the  market,  and  eliminating 
barriers  to  market  entiy  for  those  companies.  Efforts  to  support  this  mission  are 
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carried  out  by  three  program  elements  in  the  agency:  the  Office  of  Policy  and 
Planning,  the  Office  of  Research,  and  the  Office  of  the  Assistant  Secretary  for 
Toiurism  Marketing.  These  elements  in  turn  are  supported  by  the  Office  of  the 
Under  Secretary  for  Travel  and  Tourism  and  the  Office  of  Strategic"  Planning  and 
Administration.  __. 

A.      Policy  and  Planning 

1.  Program  Element.   The  policy  and  planning  element 

Initiates,  directs,  and  coordinates  the  formulation  of  international 
tourism  {mlides  and  programs  as  well  as  policies  on  rural  and  ethnic 
tourism  and  the  environment; 

Identifies  restrictive  practices  which  act  as  barriers  to  the  growth  of 
U.S.  tourism  services; 

Supports  and  participates  in  trade  negotiations  to  remove  those  barriers; 

And  acts  through  bilateral  and  multilateral  organizations  such  as  the 
U.S.-Canada  Free  Trade  Area  Tourism  Committee,  the  General 
Agreement  on  Tariffs  and  Trade  (GATT),  the  World  Tourism 
Organization  (WTO),  and  the  Bureau  of  International  Expositions  (BIE) 
to  facilitate  international  tourism  to  the  U.S. 

2.  Supporting  Activities.  The  Office  of  Policy  and  Planning  carries  out  the 
supporting  activities  listed  below. 

Represents  the  national  toiirism  interest  in  bilateral  civil  aviation 
negotiations  with  foreign  governments  and  ensures  that  interest  is 
considered  when  U.S.  negotiating  objectives  and  strategies  are 
determined. 

Implements  the  tourism  provisions  of  the  U.S.-Canada  Free  Trade 
Area  Agreement,  other  bilateral  trade  agreements,  U.S.  bilateral 
tourism  agreements,  and  other  coimtry-  or  region-specific  policy 
arrangements. 

Represents  the  Department  at  meetings  of  international, 
intergovernmental  technically  specialized  agencies  and  their  organs 
including  the  97-member  GATT;  the  102-member  WTO;  and  the 
43-member  BIE,  which  r^ulates  the  timing  and  operation  of 
world's  fairs. 

Provides  support  to  and  advises  the  U.S.  Trade  Representative  in 
the  conduct  of  bilateral  trade  negotiations  which  have  the  potential 
to  affect  the  U.S.  travel  industry's  access  to  international  markets. 

Represents  the  agency  at  meetings  of  various  joint  commercial 
commissions  chaired  by  the  Secretaiy  of  Commerce. 
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Is  responsible  for  developing  a  U.S.  policy  response  to  the  tourism- 
related  aspects  of  the  European  Community's  1992  Initiative. 

Conducts  bilateral  and  miiltilateral  negotiations  with  other 
national  governments  to  reduce  or  eliminate  impediments  to 
international  trade  in  toimsm. 

Provides  staff  support  to  and  coordinates  the  activities  of  the 
Secretary's  Tourism  Policy  council  and  its  policy  committees. 

Evaluates  all  proposals  for  international  expositions  to  be  held  in 
the  United  States  under  PL  91-269. 

Implements  the  tourism-related  aspects  of  the  presidential 
initiative  on  rural  development  and  the  Department's  ethnic 
toimsm  policy. 

3.  Measurement  Sensitivity.   No  activities  within  this  program  are 
measurement  sensitive. 

4.  Conversion  Status  and  Sensitivity.   No  conversion  is  required  for  any 
aspect  of  this  element. 

5.  Transition  Timetable.   Not  applicable. 

6.  Federal,  State,  and  Local  Consultations.   Not  applicable. 

7.  Standards.   Not  applicable. 

8.  Private  Industry  Initiatives.  There  are  no  such  initiatives  within  the 
scope  of  this  element. 

d.       Public-Awareness  Initiatives.   There  are  no  such  initiatives  within  the 
scope  of  this  element. 

10.     Employee  Training.   There  have  been  no  employee  training  activities 
within  the  scope  of  this  element. 

B.     Research 

1.  Program  Element.  The  research  element  compiles  economic  and 
demographic  data  as  well  as  information  on  traveler  characteristics  for 
international  travel  markets.  It  then  analyzes  and  disseminates  this 
data  to  meet  the  needs  of  public  and  private  sector  decision  makers. 

2.  Supporting  Activities.   Principle  components  of  the  USTTA  research 
program  are  listed  below. 

The  USTTA  Survey  of  International  Air  Travelers  (In-Flight 
Survey)  gathers  essential  marketing  information  from  U.S.  and 
international  travelers  departing  the  United  States.  This 
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information  includes  comprehensive  analyses  of  visitor 
characteristics,  travel  patterns  and  spending  habits,  and  is  also 
used  to  develop  the  Bureau  of  Economic  Analysis  data  on  U.S. 
international  travel  dollar  accounts. 

USTTA's  Basic  Foreign  Travel  Statistics  is  data  on  international 
travelers  from  foiar  separate  government  soxirces:   a  monthly  count 
of  non-immigrant  foreign  visitor  arrivals  by  country  of  residence 
based  on  the  Immigration  and  Naturalization  Service  (INS)  Form 
1-94,  international  air  arrivals  and  departures  of  aliens  and  U.S. 
citizens  by  point  of  origin  and  destination-excluding  Canada- 
derived  firom  INS  Form  1-92,  basic  statistics  on  border  crossings 
fipom  Mexico,  and  basic  statistics  on  border  crossings  from  Canada. 

Co-sponsored  Consumer  Surveys  are  jointly  sponsored  by  USTTA 
and  the  Canadian  government.  The  studies  are  conducted  in  m^'or 
foreign  travel  markets  of  mutual  interest.  They  establish  U.S. 
competitive  positioning;  potential  travelers'  characteristics;  prime 
market  segments;  and  the  images,  attitudes,  and  international 
travel  preferences  of  travelers.   Data  from  these  sxirveys  guides 
development  of  U.S.  public  and  private  sector  cooperative  programs 
in  the  coimtries  studied. 

Marketing  Program  Evaluation  Studies  track  and  assess  the 
effectiveness  and  impact  of  selected  USTTA  marketing  programs. 
These  studies  include  assessments  of  consumer  information 
services,  readership  studies  assessing  promotional  campaigns, 
tracking  of  changes  in  visitation  patterns  of  specific  target  market 
groups,  accounting  of  campaign-generated  tour  sales  and  trade 
show-generated  industry  sales,  and  svu^eys  of  seminar  and 
conference  attenders. 

Econometric  Studies  are  used  in  two  different  ways.  The  first  is  an 
International  Travel  Forecast  Model.  This  program  forecasts 
international  visitor  arrivals  to  the  U.S.  from  m^jor  countries  and 
world  regions.  It  does  so  on  a  three-year  time  horizon.  These 
projections  are  updated  three  times  annually  and  are  critical  to  the 
industry  for  anticipating  market  developments  and  marketing 
opportunities.  The  second  is  an  annual  study  of  the  Economic 
Impact  of  Foreign  ■\^itor  Spending  on  the  nation,  regions,  and 
states.  This  study,  conducted  under  contract,  establishes  the 
distribution  and  economic  impacts-business  receipts,  jobs,  payroll 
and  tax  revenues— generated  by  international  travelers' 
expenditures  in  the  United  States.  These  data  are  particularly 
useful  in  educating  possible  cooperative  partners  about  the 
potential  of  foreign  travel  markets. 

Measurement  Sensitivity.   No  activities  within  this  program  are 
measurement  sensitive. 
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Responsible  for  training,  career  development,  financial 
management,  and  lieiison  with  other  segments  of  USTTA  and 
Departmental  program  elements  as  well  as  for  building  a  highly 
motivated,  well-trained  corps  of  tourism-oriented  career  foreign 
service  officers  for  office  operations  abroad. 

Solicits  disaster  relief  financial  assistance  applications. 

Evaluates  disaster  relief  applications  and  monitors  program 
achievements  in  generating  international  tourism  to  former 
disaster  areas. 

Cosponsors  the  Multilingual  Receptionist  Program  with  the 
Department  of  Education  and  airport  and  city  authorities.  This 
program  provides  interpreting  assistance  to  non-English  speaking 
international  visitors  to  expedite  their  entry  into  the  United 
States. 

Maintains  Regional  Offices  in  eleven  countries. 

Regional  Offices: 

Operate  cooperative  travel  development,  technical  assistance,  tind 
educational  programs  in  cooperation  with  the  U.S.,  Foreign 
(Commercial  Service,  and  local  VISIT  USA  committees. 

Develop  tmd  implement  cooperative  trade  development  and  support 
programs  which  stimulate  international  trade  in  tourism  to  all 
areas  of  the  United  States. 

Coordinate  with  U.S.  and  foreign  travel  industry  marketing 
representatives  who  provide  the  public  and  private  sector  with 
support  for  USTTA's  international  tourism  development  program. 

Conduct  cooperative  programs  including  cooperative  advertising, 
journalist  and  travel  familiarization  tours,  market  development 
travel  missions,  tour  development  travel  trade  shows,  media 
events,  and  marketing  workshops  and  seminars  for  the  travel 
industry  to  stimulate  demand  for  U.S.  tourism  products. 

Conduct  cooperative  support  programs  including  the  development 
of  informational  travel  brochures  and  displays,  consumer  and  trade 
information  services,  maintenance  of  film  and  video  libraries,  photo 
libraries,  and  reference  library  material  to  stimulate  demand  for 
U.S.  tourism  products. 

Maintain  consumer  and  trade  information  centers  staffed  by 
trained  market  specialists  and  information  counselors  to  educate 
and  motivate  the  international  wholesale  and  retail  industry  to 
increase  their  efforts  in  behalf  of  international  tourism  export 
development  to  the  United  States;  provide  travel  information  to 
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4.  Conversion  Status  and  Sensitivity.   No  conversion  is  required  for  any 
aspect  of  this  element. 

5.  Transition  Timetable.   Not  applicable. 

6.  Federal,  State,  and  Local  Consultations.   Not  applicable. 

7.  Standards.   Not  applicable. 

8.  Private  Industry  Initiatives.  There  are  no  such  initiatives  within  the 
scope  of  this  element. 

9.  Public-Awareness  Initiatives.   There  are  no  such  initiatives  within  the 
scope  of  this  element. 

10.  Employee  Training.   There  have  been  no  employee  training  activities 
within  the  scope  of  this  element. 

C.      Tourism  Marketing 

1.  Program  Element.   The  tourism  marketing  element  strengthens  the 
competitiveness  of  U.S.  tourism  firms,  serves  as  a  catalyst  to  enable  the 
American  travel  industry  to  develop  promotion  programs,  and  seeks  to 
facilitate  the  entry  of  international  tourism  firms  into  additional 
markets. 

2.  Supporting  Activities.  The  Office  of  the  Assistant  Secretary  for  Tourism 
Marketing  supports  USTTA's  mission  through  activities  in  its 
Headquarters  office  in  Washington,  D.C.,  and  the  activities  of  twelve 
Regional  offices  located  in  key  international  market  areas.  The 
activities  of  the  Headquarters  and  Regional  offices  are  listed  below. 

Headquarters  Office: 

Establishes,  implements,  and  supervises  the  agency's  international 
tourism  development  program. 

Develops  and  implements  cooperative  international  tourism 
development  programs  with  U.S.  regions,  states,  cities,  and  the 
travel  industry. 

Establishes  and  maintains  working  relationships  with  U.S.  tourism 
groups  to  enlist  cooperative  partners,  and  to  provide  technical 
assistance  and  training  to  the  U.S.  travel  trade. 

Holds  trade  development  conferences  aimed  at  coordinating  U.S. 
international  tourism  development  in  key  international  markets. 

Conducts  program  reviews  to  assess  and  direct  USTTA  activities 
abroad. 
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consumers  and  retail  agents;  and  assist  regions,  states,  and  cities 
receiving  disaster  relief  financial  assistance  in  generating 
international  tourism  to  their  areas  from  selected  country  markets. 

3.  Measurement  Sensitivity.   Units  of  measurement  are  used  in  the 
agency's  informational  brochures  and  consumer  and  trade  information 
service  centers. 

4.  Conversion  Status  and  Sensitivity.   Complete.   USTTA  is  already  using 
the  metric  system  exclusively  in  all  its  publications  and  information 
centers. 

5.  Transition  Timetable.   Not  applicable. 

6.  Federal,  State,  and  Local  Consultations.   Not  applicable. 

7.  Standards.   Not  applicable. 

8.  Private  Industry  Initiatives.   There  are  no  such  initiatives  within  the 
scope  of  this  element. 

9.  Public-Awareness  Initiatives.  There  are  no  such  initiatives  within  the 
scope  of  this  element. 

10.  Employee  Training.   There  have  been  no  employee  training  activities 
within  the  scope  of  this  element.  Travel  counselors  are  already 
educated  in  the  metric  system. 

Under  Secretary  for  Travel  and  Tourism 

1.  Program  Element.   The  Under  Secretary  is  responsible  for  the 
management  and  leadership  of  USTTA,  focusing  the  attention  of 
private,  state  and  local  tourism  officials  on  increasing  U.S.  export 
earnings  through  international  trade  in  toiuism  and  for  directing  agency 
activities  including  Executive  Branch  coordination,  regional-state-city- 
industiy-intergovemmental  coordination  and  liaison,  public  relations 
support,  and  policy  direction  for  the  Travel  and  Toiuism  Advisory  Board 
and  Tourism  Policy  Coimcil. 

2.  Supporting  Activities.   The  Office  of  the  Under  Secretary  for  Travel  and 
Tourism  is  not  responsible  for  conducting  specific  programs  such  as 
those  mentioned  in  the  policy,  research,  and  marketing  elements. 
However,  this  office  provides  leadership,  direction,  guidance,  and 
approval  for  all  activities  carried  out  by  the  agency. 

3.  Measurement  Sensitivity.   No  activities  within  this  program  are 
measurement  sensitive. 

4.  Conversion  Status  and  Sensitivity.   No  conversion  is  required  for  any 
aspect  of  this  element. 
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5.  Transition  Timetable.   Not  applicable. 

6.  Federal,  State,  and  Local  Consultations.   Not  applicable. 

7.  Standards.   Not  applicable. 

8.  Private  Industry  Initiatives.   There  are  no  such  initiatives  within  the 
scope  of  this  element. 

9.  Public-Awareness  Initiatives.   There  are  no  such  initiatives  within  the 
scope  of  this  element. 

10.  Employee  Training.   There  have  been  no  employee  training  activities 
within  the  scope  of  this  element. 

E.      Strategic  Planning  and  Administration 

1.  Program  Element.   This  element  advises  USTTA  offices  on  all 
administrative  matters.  It  coordinates  the  planning  for  and  preparation 
of  all  budget  submissions  required  by  the  agency,  prepares  operating 
and  program  budgets  for  USTTA  units,  monitors  funds  to  ensure  that 
they  are  effectively  used  and  that  limits  are  not  exceeded,  and 
coordinates  and  processes  all  requests  for  training,  personnel,  and 
procurement  actions.  It  is  responsible  for  the  analysis  and  evaluation  of 
information  technology  and  information  resources  management.  It  is 
also  responsible  for  coordinating  the  input  and  preparation  of  USTTA's 
strategic  plan  of  operation. 

2.  Supporting  Activities.  Although  the  Office  of  Strategic  Planning  and 
Administration  is  not  responsible  for  specific  programs  such  as  those 
mentioned  in  the  policy,  research,  and  marketing  elements,  it  does 
provide  operational  support  for  these  elements  in  matters  of  budget, 
training,  personnel,  procurement,  technology,  and  strategic  planning. 

3.  Measurement  Sensitivity.   Certain  aspects  of  the  procurement  process 
are  measurement  sensitive.  This  is  particularly  true  in  the  areas  of 
printing,  reproduction  and  graphics  services,  and  equipment 
specifications. 

4.  Conversion  Status  and  Sensitivity.   On-going.  All  non-domestic 
procurements  already  use  the  metric  system.  Domestic  procurement 
has  not  yet  been  converted  to  the  metric  system.  Domestic  conversion 
will  be  gradual,  transitioning  to  dual  units  first  and  eventually  to  metric 
units  exclusively  as  appropriate  and  practical.  Use  of  metric  paper  sizes 
is  in  place  in  all  USTTA  offices  outside  the  United  States.  Domestic 
conversion  to  metric  paper  sizes  will  initially  target  electronic  and  j)aper 
information  exchange  between  USTTA's  Headquarters  office  and 
Regional  offices,  electronic  and  {>aper  information  exchange  between 
USTTA  and  other  government  agencies,  and  paper  information 
dissemination  to  private  sector  partners  and  customers.   It  is  anticipated 
that  use  of  a  metric  format  in  facsimile  transmissions  to  the  private 
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sector,  which  constitute  a  m^'or  portion  of  USTTA's  information 
dissemination  activity,  will  be  practical  only  to  the  extent  that 
destinations  are  equipped  to  receive  transmissions  in  metric  format. 

5.  Transition  Timetable.   USTTA  intends  to  convert  to  use  of  the  metric 
system  in  accordance  with  the  schedule  below. 

Objective:  Date: 

Use  of  dual  imits  in  procurement  09/30/93 

Use  of  metric  imits  in  procurement  09/30/94 

Use  of  metric  paper  sizes  09/30/93 

Metric  training  for  headquarters  staff  09/30/93 

6.  Federal,  State,  and  Local  Consultations.   USTTA  attends  meetings  of 
the  Commerce  Metric  Committee. 

7.  Standards.   National  and  international  standards  have  not  impacted 
USTTA  to  date. 

8.  Private  Industry  Initiatives.  There  are  no  such  initiatives  writhin  the 
scope  of  this  element. 

9.  Public-Awareness  Initiatives.  There  are  no  such  initiatives  within  the 
scope  of  this  element. 

10.  Employee  Training.   There  have  been  no  employee  training  activities 
within  the  scope  of  this  element. 


XVI.  DISCUSSION  AND  CONCLUSIONS 

The  Department  of  Commerce  operating  \mit  report  submissions  show  that  the 
transition  to  metric  usage  is  occurring  in  Departmental  organizations,  but  that  it  lacks 
evenness  and  consistency  of  application.  All  the  operating  \mits,  particularly  those  that 
have  significant  involvement  with  physical  imits  of  measurement,  report  a  firm 
commitment  to  implementing  metric  usage.  However,  the  different  operating  units 
seem  to  perceive  different  degrees  of  ability  to  overcome  impediments  to  conversion. 
Whether  the  issue  is  converting  internal  operating  procedures  or  converting  products 
such  as  contracts,  grants,  publications,  regulations,  and  technical  and  business-related 
data,  the  units  seem  to  have  different  views  on  the  amount  of  control  and  leadership 
that  th^  can  or  should  exerdse. 

The  operating  unit  reports  also  show  that  plans  for  the  metric  transition  are  in  place. 
The  steps  for  metric  usage  implementation  are  being  realistically,  if  somewhat 
cautiously,  integrated  into  operational  plans  for  new  systems  and  products.  There  is 
evidence  of  an  increasing  tempo  of  progress  and  that  the  difficulties  being  enooimtered 
are  being  treated  as  temporary  barriers  rather  than  as  {>ennanent  barriers  to  metric 
usage. 
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The  Metric  Program  and  the  Commerce  Metric  Committee  have  expressed  a  sensitivity 
to  the  need  to  further  improve  the  progress  of  Departmental  metrication.  As  a  result, 
the  November  1991  Department  of  Commerce  Metric  Transition  Plan  is  being  revised 
and  updated.  This  is  ptirt  of  a  renewed  effort  to  correct  some  of  the  current  unevenness 
in  the  Departmental  transition  and  to  define  priorities  better.  Also,  the  Commerce 
Metric  Committee  is  working  to  identify  the  appropriate  degree  of  proactivity  for 
implementing  the  metric  system  in  all  Departmental  program  elements.  The  tempo  of 
progress  will  accelerate  as  these  efforts  matiire  in  the  current  fiscal  year. 
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XVILAPPENDIX  1.  GUTOELINES  FOR  SUBMISSION  OF  ANNUAL  METRIC 
REPORTS  REQUIRED  BY  P.L.  100-418,  SECTION  5164,  METRIC  USAGE 

These  guidelines  are  for  use  by  department  and  agency  Metric  Executives  to  prepare  and 
provide  an  approved  report  to  the  Congress  as  part  of  the  department  or  agency  annual 
budget  submission  for  each  fiscal  year.   The  report  shall  include  actions  that  have  been 
taken,  as  well  as  the  actions  which  are  planned,  to  implement  fully  the  metric  system  of 
measurement,  in  accordance  with  the  Metric  Conversion  Act  of  1975  (as  amended  by  the 
Omnibus  Trade  and  Competitiveness  Act  of  1988  [P.L.  100-418]). 

A  complete  report  is  a  set  of  program  elements  that  encompasses  the  full  scope  of  the 
department  or  agency's  activities  and  responsibilities.   For  each  program  element, 
itemized  information  describes  the  extent  of  metric  usage  in  all  activities  within  that 
element,  the  progress  achieved  toward  metric,  and  planned  progress.    The  program 
elements  can  be  based  upon  either  a  functional  or  programmxitic  breakdown  of  the 
department  or  agency's  activities,  as  appropriate. 

Using  these  guidelines  as  a  basis,  departments  and  agencies  will  be  able  to  develop  a 
single  annual  report;  this  report  will  be  suitable  both  as  the  Annual  Metric  Report  for 
submission  with  budget  documents  and  as  the  submission  to  the  Secretary  of  Commerce 
for  the  Secretary's  annual  progress  report  to  the  President. 

For  each  m^'or  program  element  or  function  of  the  deptulment  or  agency,  please 
provide  the  following  information,  according  to  the  listed  categories.  For  items  4 
through  10,  narratives  should  include  achievements  and  planned  actions. 

1.  Program  Element.   Give  the  name  and  a  brief  description  of  the  element.  This  is 
the  functional  or  programmatic  element  for  which  all  the  information  in  items  2 
through  10  applies.  The  elements  may  be  defined  in  a  manner  that  is  most 
suitable  to  the  particular  structure  of  the  department  or  agency. 

2.  Supporting  Activities.   List  primary  activities  that  support  the  execution  of  the 
program  element.  Include  as  appropriate  procurements,  grants,  publications, 
public  affairs  activities,  budgetary  and  legislative  programs,  data  systems, 
construction,  logistics,  and  other  activities  and  outputs  that  are  affected  by  the 
Executieve  Order.   Such  activities  include  all  programs  and  functions  related  to 
trade,  industry,  and  commerce. 

3.  Measurement  Sensitivity.   State  whether  any  activities  vrithin  the  program  element 
(including  the  supporting  activities)  are  measurement  sensitive.  An  element  is 
considered  measurement  sensitive  if  it  includes  any  activities  that  use  or  generate 
numerical  data  having  units  of  physical  measurement  (e.g.,  po\uids,  bushels,  miles, 
kilometers,  liters,  acres,  etc.) 

4.  Conversion  Status  and  Sensitivity.   State  whether  the  program  element  activities 
are  already  using  only  metric  units;  are  using  metric  and  non-metric  (dual)  units; 
to  be  converted  to  using  metric  imits;  or  are  not  to  be  converted  to  using  metric 
units.  Describe  progress  toward  increased  ^xae  of  metric  imits.  Include 
information  on  actions  planned,  in  accordance  with  the  department  or  agency 
Metric  Transition  Plan  if  appropriate.  Explain  whether  conversions  will  be  "hard" 
metric  conversions,  'soft*  conversions,  or  involve  the  use  of  dual  units.  If  the 
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element  is  not  to  be  converted  to  using  metric  units,  explain  in  terms  of  the 
exceptions  stated  in  the  Executive  Order. 

5.  Transition  Timetable.   Describe  the  timetable  and  steps  for  replacing  items 
generated  and  consumed  by  the  program  element  with  items  using  metric  units. 
The  description  should  correspond  to  the  Metric  Transition  Plan  where 
appropriate. 

6.  Federal,  State,  and  Local  Consultations.   Describe  any  interactions  with  other 
Federal  agencies  and  with  state  and  local  governments  that  involve  the  transition 
of  the  program  element  activities  to  metric  usage. 

7.  Standards.   Describe  any  impact  of  national  or  international  standards  and 
standards  activities  on  the  program  element's  metric  transition.   Conversely, 
describe  any  impact  of  the  program  element  activities  on  standards  and  standards 
activities. 

8.  Private  Industry  Initiatives.   Describe  any  initiatives,  within  the  scope  of  the 
program  element,  to  work  with  industry  to  effect  a  metric  transition  or  facilitate 
production  of  metric  items.  Include  initiatives  to  assist  industrial  firms,  especially 
small  businesses,  in  their  metric  transition  efforts. 

9.  Public-Awareness  Initiatives.   Describe  any  initiatives,  within  the  scope  of  the 
program  element,  to  increase  understanding  of  the  metric  sjrstem  of  units  in  the 
general  public.  Initiatives  may  include  awareness  building,  education,  training, 
and  other  similar  activities. 

10.Employee  Training.   Describe  any  employee  training  activities  within  the  program 
element. 
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Dcpartaent  of  Comiierce 

General  Adiinistratian 

SuBury  of 

SCHEDULE  OF  PERMANENT  POSITIONS 


Exhibit  26 


CO 

h 


1992    1993    1994 
Actual  Estiaate  Eitiaate 


Executive  Level 

I 

Executive  Level 

II 

Executive  Level 

III 

Executive  Level 

IV 

Executive  Level 

V 

Siirtotal 

ES-6 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

4 

18 
9 

4 
3 
8 


4 
18 
9 
4 
3 
8 


4 
18 
10 
5 
3 
8 


StAtotal 


46 


46 


48 


GS-16 

CS/GM-1S 

GS/GM-14 

GS/GM-13 

GS-1Z 

6S-11 

6S-10 

6S-9 

6S-8 

6S-7 

GS-6 

es-s 

GS-4 
CS-3 
6S-2 

et-1 

S«Atotal 
Ungraded 


Total  Peraanant  Poaitiona 
Unfilled  poaitiona,  end  of  year 

Total  peraanant  eiylayant, 
end  of  year 


1 

0 

0 

116 

109 

112 

174 

162 

165 

204 

194 

201 

165 

166 

171 

65 

66 

71 

4 

4 

4 

87 

93 

95 

42 

U 

42 

121 

128 

121 

57 

60 

60 

55 

57 

48 

61 

61 

54 

24 

24 

23 

3 

4 

3 

3 

1 

1 

1,182 

1,173 

1,171 

80 

80 

80 

80 

80 

80 

1,315 

1,306 

1,306 

(187) 

0 

0 

1,128 

1,306 

1.306 
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Mr.  Skaggs.  Testifying  this  morning  is  Gloria  Gutierrez,  the 
Acting  Assistant  Secretary  for  Administration  and  Acting  Chief  Fi- 
nancial Officer  for  the  Department.  Welcome  and  good  morning. 

Since  this  is  your  first  time  before  the  subcommittee,  you  will  be 
delighted  to  know  that  we  will  put  your  biographical  sketch  in  the 
record  so  that  the  entire  world  will  know  all  about  you.  And,  Ms. 
Gutierrez,  if  you  would  now  please  proceed  with  your  statement 
and  then  we  will  have  some  questions. 

[The  biographical  sketch  of  Ms.  Gutierrez  follows:] 

Biography  of  Gloria  Gutierrez 

Ms.  Gutierrez  is  currently  serving  as  Deputy  Assistant  Secretary  for  Administra- 
tion for  the  Department  of  Commerce. 

Ms.  Gutierrez  was  formerly  the  Executive  Vice  President  and  Chief  Operating  Of- 
ficer of  A.M.  Herman  &  A^ociates,  Inc.,  a  minority-owned  corporation  headquar- 
tered in  Washington,  D.C.  For  over  12  years  the  company  specialized  in  organiza- 
tional effectiveness  and  in  developing  tailor-made,  innovative  strategies  to  meet  an 
organization's  needs  with  respect  to  diversity,  multiculturalism,  career  manage- 
ment, minority/disadvantaged  business  enterprise,  community  and  public  relations, 
and  image  enhancement.  Ms.  Gutierrez  was  responsible  for  the  overall  strategic  di- 
rection of  the  company,  management  of  its  internal  operations,  staff,  and  consult- 
ants as  well  as  oversight  and  monitoring  of  all  the  company's  projects. 

Ms.  Gutierrez  previously  served  as  Deputy  Director  of  the  Woman's  Bureau, 
United  States  Department  of  Labor  (DDL).  In  addition  to  serving  as  a  principal  advi- 
sor to  the  Direct  or  on  economic  and  social  concerns  of  women  in  the  workplace,  she 
was  responsible  for  day-to-day  administration  of  Bureau  operations,  including  the 
coordination,  oversight,  and  management  of  Bureau  budgets  and  personnel  for  the 
national  office  and  its  ten  regional  field  offices.  Additionally,  Ms.  Gutierrez  served 
as  a  principal  adviser  to  the  Secretary  of  Labor  on  issues  related  to  Hispanic  women 
workers. 

Preceding  her  appointment  to  the  Labor  Department,  Ms.  Gutierrez  had  been  the 
Research  Analyst  and  Field  Specialist  of  the  Minority  Women  Employment  Pro- 
gr£un  (MWEP).  MWEP,  placed  over  a  thousand  minority  women  in  occupations  in 
private  industry  where  no  minority  women  had  been  previously.  The  program  was 
successfully  replicated  in  10  cities. 

Mr.  Gutierrez  has  an  undergraduate  d^ree  from  Texas  A&I  University  and  a 
Masters  Degree  in  Operations  Management  from  the  University  of  Arkansas.  She 
previously  served  as  a  Research  Associate  at  the  University  of  Texas  and  as  a  high 
school  teacher  in  Tennessee. 

Opening  Statement 

Ms.  Gutierrez.  Good  morning,  Mr.  Chairman,  and  thank  you.  I 
am  pleased  to  be  here  to  present  the  fiscal  year  1994  budget  re- 
quest for  the  Commerce's  Greneral  Administration,  Salaries  and  Ex- 
penses appropriation.  With  me  today  is  Uriel  Gottesman,  Director 
of  Budget  Operations  for  General  Administration. 

We  are  requesting  $38  million  and  367  positions  for  fiscal  year 
1994.  This  represents  an  increase  of  $6.3  million  and  27  positions 
above  the  fiscal  year  1993  appropriation.  Our  requested  increase 
consists  of  $5  million  and  21  positions  for  program  increases,  and 
$1.3  million  and  six  positions  for  adjustments  to  base. 

Before  I  present  the  details  of  our  budget  request,  I  would  like  to 
discuss  the  policy  framework  supporting  it.  It  may  seem  contradic- 
tory that  we  are  requesting  program  increases  totaling  $5  million 
when  at  the  same  time  the  President  has  ordered  reductions  in 
budgets.  The  Department  is  complying  with  this  effort. 

In  1994,  the  Department  is  reducing  FTEs  by  909  below  the  1993 
level.  In  addition,  we  are  taking  administrative  cuts  of  $19  million. 
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The  funding  we  are  asking  for  will  allow  the  Secretary  to  decide 
how  the  Department  will  restructure  the  way  that  we  do  business. 

As  Secretary  Brown  testified  to  this  subcommittee,  this  adminis- 
tration has  made  its  mission  clear.  We  must  change  the  nature  and 
recent  course  of  our  economy.  We  must  focus  on  long-term  growth 
and  opportunity,  and  we  must  build  public /private  partnerships 
that  can  find  and  develop  new  business  and  trade  opportunities. 
We  must  open  these  opportunities  so  that  we  can  realize  our  com- 
mitment to  put  people  first. 

In  order  for  General  Administration  to  aggressively  pursue  the 
President's  priorities  and  establish  new  policies  for  Commerce's 
Federal  programs,  we  have  requested  additional  people  and  dollar 
investment  in  the  Salaries  and  Expenses  appropriation. 

The  first  program  increase  is  for  the  development  of  the  new  de- 
partmental financial  management  system.  We  are  requesting 
$2,350,000  for  this  program. 

OMB  has  identified  the  Department's  financial  systems  as  a  high 
risk  area.  Functional  and  internal  control  weaknesses  in  our  finan- 
cial management  systems  have  been  reported  frequently  by  the 
Commerce  Inspector  General.  The  Department  currently  uses  eight 
different  primary  financial  systems.  These  systems  are  not  respon- 
sive to  managers,  are  poorly  documented,  error-prone,  labor  inten- 
sive, difficult  to  maintain,  inflexible  and  outdated. 

As  a  result,  we  have  informal  information  systems  supporting  fi- 
nancial records  that  are  redundant  and  often  contain  duplicative 
and  inconsistent  information.  With  a  core  system  in  place,  the  data 
that  managers  would  need  would  be  produced  on  a  routine  basis. 

In  fiscal  year  1993,  we  will  select  the  core  financial  system  and 
establish  an  implementation  center  where  comprehensive  plans 
will  be  developed  and  carried  out.  During  1994,  we  will  make  and 
test  any  modifications  that  we  need  to  make  in  the  core  system  as 
well  as  to  the  subsidiary  systems. 

The  second  program  increase  is  for  Management  Enhancement. 
We  are  requesting  $2  million  and  21  positions  for  this  program. 
The  increase  will  enhance  the  capacity  to  develop,  implement  and 
coordinate  policies  and  selected  initiatives,  particularly  those  that 
cut  across  organizational  lines  in  the  Department,  or  involve  other 
Government  agencies.  It  will  strengthen  our  capability  to  provide 
objective  evaluations  of  program  performance,  results  and  impacts. 

The  increase  will  provide  funds  to  strengthen  and  oversee  such 
areas  as  program  evaluation,  performance  measurement,  grants 
management  and  major  automated  systems  planning  and  acquisi- 
tion. The  ability  to  develop  performance  measures  and  to  monitor 
them  is  necessary  in  order  to  meet  requirements  under  the  Chief 
Financial  Officers  Act.  Because  of  increases  in  departmental  grant 
programs  in  EDA,  NTIA  and  NIST,  the  Office  of  the  Secretary  will 
need  to  build  its  capacity  to  review,  process  and  manage  an  in- 
creased number  of  grant  applications  and  awards.  Also,  additional 
oversight  will  be  placed  on  areas  that  have  been  cited  by  the  In- 
spector General's  Office  as  high  risk  areas. 

The  third  program  increase  covers  the  Department's  share  of  a 
tunnel  connecting  the  Herbert  C.  Hoover  building  with  the  Federal 
Triangle  building.  We  are  requesting  $650,000  for  our  share  of  con- 
structing the  tunnel. 
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The  tunnel  will  provide  a  direct,  weather-protected,  safe  pedestri- 
an crossing  between  the  Herbert  C.  Hoover  building,  the  Federal 
Triangle  building  and  the  Federal  Triangle  Metro  station.  Addi- 
tionally, it  will  allow  the  Department  to  receive  large  tractor  trail- 
er shipments  which  cannot  presently  be  accommodated  at  the  Her- 
bert C.  Hoover  building. 

Lastly,  we  are  requesting  adjustments  to  base  of  $1,330,000. 
These  adjustments  to  base  cover  increases  for  such  items  as  the 
last  three  months  of  the  fiscal  year  1993  pay  raise,  pay-related  ben- 
efits and  GSA  rent.  These  funds  are  necessary  for  us  to  continue 
operating  at  the  1993  level. 

Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  will  be 
glad  to  answer  any  questions  that  the  committee  may  have. 

[The  prepared  statement  of  Ms.  Gutierrez  follows:] 
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OPENING  STATEMENT  BY  GLORIA  GUTIERREZ 

ACTING  CHIEF  FINANCIAL  OFFICER  AND 
ASSISTANT  SECRETARY  FOR  ADMINISTRATION 

BEFORE  THE  SUBCOMMITTEE  ON 

COMMERCE,  JUSTICE,  STATE,  THE  JUDICIARY  AND  RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

April  20,  1993 

Good  Morning,  Mr.  Chairman  and  members  of  the  subcommittee.   I  am 
pleased  to  be  here  to  present  the  fiscal  year  1994  budget  request 
for  Commerce's  General  Administration,  Salaries  and  Expenses 
appropriation.   With  me  today  is  Uriel  Gottesman,  Director  of 
Budget  Operations  for  General  Administration. 

We  are  requesting  $38  million  and  367  positions  for  fiscal  year 
1994.   This  represents  an  increase  of  $6.3  million  and  27 
positions  above  the  fiscal  year  1993  appropriation.   Our 
requested  increase  consists  of  $5.0  million  and  21  positions  for 
program  increases  and  $1.3  million  and  6  positions  for 
adjustments  to  base. 

Before  I  present  the  details  of  our  budget  request,  I  would  like 
to  discuss  the  policy  framework  supporting  it.   It  may  seem 
contradictory  that  we  are  requesting  program  increases  totaling 
$5.0  million  when  at  the  same  time  the  President  has  ordered 
reductions  in  budgets.   The  Department  is  complying  with  this 
effort.   In  1994,  the  Department  is  reducing  FTE  by  909  below  the 
1993  level.   In  addition  we  are  taking  administrative  cuts  of 
$19  million.   We  are  involved  in  a  delicate  balancing  act  — 
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sometimes  adding  resources  and  programs,  such  as  we  have 
requested  in  the  General  Administration  budget,  that  are  critical 
to  achieving  our  larger  goal,  while  cutting  back  administrative 
support  in  ways  which  will  not  harm  the  Department's  progress. 
The  funding  we  are  asking  for  will  allow  the  Secretary  to  decide 
how  the  Department  will  restructure  the  way  we  do  business. 
Although,  the  benefits  of  these  investments  do  not  appear 
immediately  and  may  even  appear  easy  to  postpone,  they  have  been 
considered  carefully  and  fit  into  the  Department's  overall 
package  of  belt  tightening  and  scaling  back  on  government  cost. 

As  Secretary  Brown  testified  to  this  subcommittee.  President 
Clinton  and  Vice-President  Gore  represent  a  new  generation  of  men 
and  women  coming  into  positions  of  responsibility  in  this  country 
with  new  ideas  for  the  future  and  new  priorities  for  many  Federal 
Programs.   This  Administration  has  made  its  mission  clear  —  we 
must  change  the  nature  and  the  recent  course  of  our  economy.   We 
must  focus  on  long-term  growth  and  opportunity.   We  must  build 
public-private  partnerships  that  can  find  and  develop  new 
business  and  trade  opportunities.   We  must  open  these  new 
opportunities  so  that  we  may  realize  our  commitment  to  "put 
people  first".   We  want  to  provide  a  reinvigorated  economy  and 
the  jobs  that  it  will  produce.   The  Department  of  Commerce's 
uniquely  business  related  programs  play  an  important  role  in 
achieving  these  National  goals  for  moving  our  Country  forward. 
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In  order  for  General  Administration  to  aggressively  pursue  the 
President's  priorities  and  establish  new  policies  for  Commerce's 
Federal  Programs,  we  have  requested  additional  people  and  dollar 
investment  in  the  Salaries  and  Expenses  Appropriation. 

I  would  now  like  to  discuss  the  individual  program  increases  we 
have  requested: 

The  first  program  increase  is  for  the  development  of  the  new 
Departmental  financial  management  system.  We  are  requesting 
$2,350,000  for  this  program. 

As  reported  in  the  Department's  1992  Integrity  Report  on  Internal 
Accounting  and  Administrative  Controls  required  by  the  Federal 
Managers  Financial  Integrity  Act  (FMFIA) ,  the  Office  of 
Management  and  Budget  (0MB)  has  identified  the  Department's 
financial  systems  as  a  high  risk  area.   Functional  and  internal 
control  weaknesses  in  our  financial  management  systems  have  been 
reported  frequently  by  the  Commerce  Inspector  General.   The 
Department  currently  uses  eight  different  primary  financial 
systems.   These  have  evolved  from  accounting  systems  which  were 
developed  in  the  1960 's  and  1970 's.   They  are  not  responsive  to 
managers,  are  poorly  documented,  error  prone,  labor  intensive, 
difficult  to  maintain,  inflexible  and  outdated.   These 
deficiencies  have  led  to  the  development  of  numerous  manual  and 
automated  stand-alone  "cuff  record"  systems  as  managers  have 
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attempted  to  obtain  the  financial  and  administrative  data  they 
needed  to  manage  their  programs.   As  a  result,  we  have  numerous 
redundant  systems  which  contain  duplicate  and  often  inconsistent 
financial  information. 

The  data  managers  need  would  be  produced  on  a  routine  basis  by 
the  financial  information  system  supported  with  this  program 
increase.   Much  thought  and  effort  has  already  gone  into 
developing  the  best  approach  to  our  financial  management  system. 
During  FY  1991  a  Commerce-wide  project  team  documented  the 
functional,  operational  and  technical  requirements  to  be  met  by  a 
core  financial  system  and  the  alternative  baseline  systems 
available  to  the  Department.   During  FY  1992  the  alternatives 
were  evaluated  and  narrowed  to  those  systems  that  would  best  meet 
Commerce  requirements.   In  FY  1993  we  will  select  the  core 
financial  system  and  establish  an  implementation  center  where 
comprehensive  plans  will  be  developed  and  carried  out.   These 
plans  will  determine  how  the  core  financial  system  will  integrate 
with  the  Department's  other  subsidiary  and  supporting  financial 
systems.   During  FY  1994  we  will  make  and  test  any  modifications 
we  need  to  make  in  the  core  financial  system  as  well  as  to  the 
subsidiary  systems.   We  continue  to  place  a  high  priority  on 
developing  a  new  financial  management  system. 

The  second  program  increase  is  for  Management  Enhancement.   We 
are  requesting  $2,000,000  and  21  positions  for  this  program. 
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The  increase  will  enhance  the  capacity  to  develop,  implement,  and 
coordinate  policies  and  selected  initiatives  —  particularly 
those  that  cut  across  organizational  lines  in  the  Department  and 
involve  other  government  agencies.   It  will  strengthen  our 
capability  to  provide  objective  evaluations  of  program 
performance,  results  and  impacts.   The  increase  will  provide 
funds  to  strengthen  and  oversee  such  areas  as  program  evaluation, 
performance  measurement,  grants  management,  and  major  automated 
systems  planning  and  acquisition.   The  ability  to  develop 
performance  measures  and  to  monitor  them  is  necessary  in  order  to 
meet  requirements  under  the  Chief  Financial  Officers  Act. 
Because  of  increases  in  Departmental  grant  programs  in  EDA,  NTIA, 
and  NIST,  the  Office  of  the  Secretary  will  need  to  build  its 
capabilities  to  review,  process  and  manage  an  increased  number  of 
grant  applications  and  awards.   Additional  oversight  also  will  be 
placed  on  areas  that  have  been  cited  by  the  Inspector  General's 
Office  as  high  risk  areas. 

The  third  program  increase  covers  the  Department's  share  of  a 
tunnel  connecting  the  Herbert  C.  Hoover  Building  with  the  Federal 
Triangle  Building.   We  are  requesting  $650,000  for  our  share  of 
constructing  the  tunnel. 

The  tunnel  will  provide  a  direct  weather-protected,  safe 
pedestrian  connection  between  the  Herbert  C.  Hoover  Building,  the 
Federal  Triangle  Building  and  the  Federal  Triangle  Metro  Station. 
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It  will  allow  the  Department  to  receive  large  tractor  trailer 
shipments  which  cannot  presently  be  accommodated  at  the  Herbert 
C.  Hoover  Building.   The  tunnel  will  facilitate  interaction 
between  the  great  bulk  of  trade  promotion  and  licensing  functions 
housed  in  the  Herbert  C.  Hoover  Building  and  the  various  trade- 
related  organizations  that  will  be  housed  in  the  Federal  Triangle 
Building. 

We  are  requesting  adjustments  to  base  of  $1,330,000.   These 
adjustments  to  base  cover  increases  for  such  items  as:  the  last 
three  months  of  the  FY  1993  pay  raise,  GSA  Rent,  and  pay  related 
benefits.   These  funds  are  necessary  to  allow  us  to  continue 
operating  at  the  1993  level. 

Mr.  Chairman,  this  concludes  my  prepared  remarks.   I  will  be  glad 
to  answer  any  questions  the  Committee  may  have. 
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HERBERT  C.  HOOVER  TUNNEL 

Mr.  Skaggs.  Thank  you  very  much. 

The  first  thing  that  comes  to  mind,  which  is  not  the  most  signifi- 
cant question  to  be  posed  to  you,  is  how  does  this  tunnel  accommo- 
date tractor  trailer  shipments? 

Ms.  Gutierrez.  The  Federal  Triangle  Building  will  have  a  load- 
ing ramp  area  that  will  accommodate  large  tractor  trailers  that 
cannot  currently  be  received  at  the  Herbert  C.  Hoover  Building. 
We  can  use  it  for  large  equipment  deliveries  and  things  of  that 
nature. 

Mr.  Skaggs.  Is  that  the  tail  wagging  the  dog,  or  is  the  primary 
purpose  here  pedestrian  access  and  safety? 

Ms.  Gutierrez.  It  is  probably  a  combination  of  both,  but  perhaps 
more  heavily  weighted  to  the  pedestrian  traffic.  It  will  also  allow 
our  tourists  and  visitors  a  quick  entrance  to  the  Department,  the 
aquarium  and  to  the  Great  Hall  which  will  be  opening  later.  It  will 
also  provide  a  safe  passage  for  Department  of  Commerce  employees 
who  currently  use  the  Federal  Triangle  Metro  stop. 

Mr.  Skaggs.  What  is  the  total  cost  of  the  project  and  who  are  the 
other  contributors  proposed  besides  Commerce? 

Ms.  Gutierrez.  It  is  a  half-and-half  split  between  GSA  and  the 
Department  of  Commerce.  The  total  cost  is  about  $1,300,000. 

Mr.  Skaggs.  Metro  is  not  participating? 

Ms.  Gutierrez.  No. 

Mr.  Skaggs.  Should  they? 

Ms.  Gutierrez.  I  don't  know.  I  don't  know  that  that  was  even 
considered. 

Mr.  Skaggs.  Will  it  enhance  access  to  the  Metro  system  and  se- 
curity for  Metro  passengers? 

Ms.  Gutierrez.  I  would  think  that  it  will  enhance  access  and 
provide  a  secure  passage  for  Metro  passengers.  I  use  the  Metro  and 
I  would  feel  comfortable  using  a  tunnel  and  would  be  encouraged 
to  use  Metro  even  more,  particularly  if  I  had  direct  access  to  the 
Department  and  it  was  weather-safe.  The  tunnel  was  not  a  part  of 
the  original  design  of  the  building.  It  was  after  the  excavations 
were  started,  that  Commerce  raised  the  issue  with  GSA  about  the 
plus  side  of  having  such  a  tunnel  available. 

MONITORING  GRANTS 

Mr.  Skaggs.  I  am  curious.  Your  statement  mentions  the  need  in 
your  agency  to  review  the  anticipated  increases  in  grants  flowing 
through  EDA,  NIST  and  NTIA.  Would  you  give  me  a  better  flavor 
for  how  you  function  in  that  arena?  Is  this  strictly  a  reviewing 
scrub  after  those  agencies  have  made  essentially  their  own  grant 
decisions?  How  does  that  work? 

Ms.  Gutierrez.  Essentially,  over  the  last  several  years,  there  has 
been  almost  a  complete  deterioration  of  any  formal  program  eval- 
uation mechanism  in  the  Department,  either  before  or  after  the 
fact.  The  Inspector  General  obviously  spends  a  lot  of  time  finding 
things  that  weren't  done  quite  right.  If  we  had  a  good  Departmen- 
tal program  evaluation  system  in  place,  we  could  address  issues 
before  they  became  problems. 
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We  do  go  through  a  variety  of  review  mechanisms  that  oversee 
contracts  and  question  why  a  certain  purchase  is  being  made  or 
why  a  certain  contract  is  being  requested.  But,  we  do  not  have  a 
formal,  dedicated  staff  or  a  formal  dedicated  mechanism  that 
makes  a  Departmental  evaluation.  By  evaluation,  I  am  talking 
about  things  like  performance  measures  and  complete  oversight  to 
make  sure  items  we  are  considering  or  have  funded  are  accom- 
plishing their  intended  objectives. 

Mr.  Skaggs.  Well,  let  me  ask  you  to  give  us  a  before  and  after 
comparison  then.  I  am  slightly  familiar,  for  instance,  with  the  Ad- 
vanced Technology  Program  at  NIST.  How  is  a  grant  currently 
made,  administered  and  evaluated  under  the  ATP  program  and 
how  do  you  anticipate  it  will  be  made,  monitored  and  evaluated 
under  the  new  approach? 

Ms.  Gutierrez.  I  will  submit  for  the  record  the  exact  process  in 
terms  of  each  step  that  a  proposal  goes  through.  I  do  not  have  a 
detailed  familiarity  with  the  current  internal  mechanisms  of 
NIST's  ATP.  However,  what  we  envision  is  a  formal  Departmental 
evaluation  mechanism,  including  performance  measurements,  that 
would  work  hand-in-glove  at  the  front  end  to  clearly  state  the  ob- 
jectives of  the  project  and  that  the  objectives  clearly  support  the 
mission  of  the  Department.  There  would  be  performance  measures 
used  along  the  way  so  we  could  come  back  and  determine  that  we 
accomplished  our  goals. 

Mr.  Skaggs.  I  didn't  know  whether  you  wished  to  add  an3d;hing. 

[The  information  follows:] 

The  National  Institute  of  Standards  and  Technology  (NIST)  has  published  a  docu- 
ment which  was  sent  to  interested  applicants  to  help  them  in  their  application  prep- 
aration. The  NIST  document  includes  the  Federal  Register  notice  announcing  the 
availability  of  funds  and  the  Code  of  Federal  Regulations  applicable  to  the  Ad- 
vanced Technology  Program  (ATP).  The  NIST  document  is  called  Proposal  Prepara- 
tion Kit  Proposal  Solicitations— ATP  92-01  and  93-01. 

[Clerk's  note.— The  NIST  document.  Proposal  Preparation  Kit 
for  Proposal  Solicitations — ATP  92-01  and  93-01,  was  provided  and 
is  on  file  with  the  Committee.] 

Ms.  Gutierrez.  The  internal  awards  process  would  basically 
remain  about  the  same.  However,  there  would  be  more  contact  and 
building  in  of  performance  measures  from  the  beginning.  We  would 
then  come  back  after  the  fact  making  sure  that  we  met  established 
goals.  This  is  the  part  that  is  now  missing. 

Mr.  Skaggs.  Is  there  a  peer  review  component  to  the  awards 
process  now? 

Ms.  Gutierrez.  Yes. 

Mr.  Skaggs.  So  these  are  not  offhand  decisions. 

Ms.  Gutierrez.  No,  not  at  all. 

Mr.  Skaggs.  Does  that  need  to  be  enhanced  as  well,  or  are  you 
looking  primarily  at  having  benchmarks  built  into  the  process  that 
you  can  use  to  perform  evaluations  later? 

Ms.  Gutierrez.  I  think  benchmarks  are  especially  critical.  The 
directive,  at  this  point  within  the  Department  as  new  people  are 
coming  in,  as  we  re-gear  in  terms  of  the  new  priorities  is  for  every- 
one to  review  what  they  are  doing  and  more  importantly,  why  they 
are  doing  it.  In  my  role  as  Deputy  Assistant  Secretary,  I  sit  auto- 
matically on  a  lot  of  the  review  boards.  It  has  been  my  experience 
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in  looking  at  certain  activities  contracts,  and  that  the  question  that 
needs  to  be  asked  is,  "what  is  the  expressed  purpose  of  doing  cer- 
tain things."  The  answer  should  not  be  because  we  have  always 
done  it,  but  simply  how  is  this  in  line  with  the  new  priorities.  Cer- 
tainly in  a  time  of  tightening  resources,  we  need  to  ask  the  ques- 
tion why. 

Mr.  Skaggs.  Your  statement,  and  I  don't  want  to  misquote  you, 
suggested  that  for  the  last  several  years  things  have  been,  to  use 
my  own  phrase,  at  sea  in  this  particular  area.  Is  there  any  major 
misuse  of  funds  or  grant  authority  that  has  surfaced  that  is  in  part 
driving  your  request  for  additional  management  controls  on  this 
that  we  haven't  read  about  and  ought  to  know  about? 

Ms.  Gutierrez.  I  don't  think  there  are  gross  instances  of  fraud  or 
abuse  or  anything  like  that.  The  concern  is  more  that  we  need  to 
be  proactive  as  opposed  to  reactive.  Certainly  with  the  requested 
increases  in  funding  for  EDA,  NTIA,  and  NIST  it  becomes  even 
more  critical  that  every  dollar  that  is  expended,  be  expended  the 
best  way  possible.  So,  it  is  not  so  much  cleaning  up  something  as  it 
is  becoming  more  effective  and  productive. 

Mr.  Skaggs.  The  IG  or  GAO  have  not  identified  any  egregious 
problems  in  this  area? 

Ms.  Gutierrez.  Contracts  management  has  been  identified  as  a 
material  weakness.  We  need  to  improve  oversight  and  put  more 
controls  in  place.  There  weis  not  gross  abuse  or  an5rthing  like  that 
cited.  Contracts  management  was  simply  cited  as  an  area  in  which 
we  need  to  do  better. 

fte  reductions 

Mr.  Skaggs.  I  appreciate  your  elaborating  on  that. 

The  Department's  budget-in-brief  references  the  executive  order 
dealing  with  the  4  percent  across-the-board  reduction  by  fiscal 
1995.  That  translates,  as  I  understand  it,  to  something  over  900  po- 
sitions within  the  Department.  Could  you  give  us  a  sense  of  how  all 
of  that  is  going  to  play  out  as  you  distribute  those  cuts  over  the 
next  few  years? 

Ms.  Gutierrez.  What  we  are  in  the  process  of  doing  is  to  look  at 
everything  that  we  have  in  line  with  the  new  priorities  and  the 
various  program  increases.  What  we  are  not  doing  is  summarily  de- 
ciding to  make  cuts  across-the-board,  we  are  looking  at  where  it 
makes  sense  to  do  some  things  a  little  differently.  We  are  also  look- 
ing at  attrition  and  voluntary  retirement  to  handle  some  of  the 
personnel  reductions. 

Mr.  Skaggs.  Are  you  expecting  that  there  will  be  a  need  for 
actual  reductions  in  force,  or  are  you  going  to  be  able  to  get 
through  this  with  taking  vacancies  and  normal  attrition  and  retire- 
ment? 

Ms.  Gutierrez.  We  have  determined  not  yet  if  we  will  have  to  do 
RIFs  or  something  of  that  nature.  Again,  what  we  are  in  the  proc- 
ess of  doing  is  looking  at  everything  that  is  possible  in  terms  of 
people  who  are  eligible  for  retirement.  In  terms  of  attrition  for  ex- 
ample, we  have  had  in  place  since  last  November  a  hiring  freeze  in 
the  Salaries  and  Expenses  appropriation.  We  continue  to  be  ex- 
tremely careful  about  how  we  are  filling  any  vacancies.  We  are 


481 

also  encouraging  people  within  the  Department,  as  vacancies  occur, 
to  look  internally  as  opposed  to  hiring  anyone  from  the  outside. 

CRITICAL  VACANCIES 

Mr.  Skaggs.  We  all  are  avid  readers  of  that  little  section  of  the 
Post  every  day  about  who  is  getting  appointed  to  what.  Where  are 
we  with  respect  to  presidential  appointments  in  the  Department? 

Ms.  Gutierrez.  We  are  actually  moving  along  quite  well.  The 
first  list  of  clearances  has  gone  to  the  Hill.  Mr.  RoUwagen,  who  is 
the  Deputy  Secretary  Designee,  has  gone  forward.  The  name  has 
gone  forward  for  the  Assistant  Secretary  for  Legislative  and  Inter- 
governmental Affairs,  and  there  will  be  several  others  that  will  be 
forthcoming  very  quickly.  I  think  hearings  have  not  yet  been 
scheduled,  but  should  be  almost  any  day  now. 

In  terms  of  the  other  presidential  appointee  levels,  we  have 
nominees,  with  either  job  offers  out  or  acceptances  already  in,  I  be- 
lieve, for  almost  everyone,  except  perhaps  one  at  this  point.  I  am 
not  exactly  sure.  I  feel  that  we  will  be  making  many  more  names 
public  very  shortly. 

Mr.  Skaggs.  And  I  don't  mean  to  put  you  in  a  particularly  awk- 
ward spot,  but  given  the  amount  of  business  that  is  transacted  be- 
tween whomever  is  in  your  slot  and  the  committee,  what  should  be 
our  expectation  of  when  there  will  be  a  permanent  position  for 
Chief  Financial  Officer? 

Ms.  Gutierrez.  There  are  currently  two  candidates  that  have 
gone  through  all  of  the  reviews  and  have  been  interviewed  I  am 
particularly  hopeful  someone  is  selected  soon,  but  I  was  hopeful 
two  months  ago  that  someone  would  be  here  instead  of  me.  In  any 
case,  I  expect  within  the  next  six  weeks  we  should  have  someone, 
perhaps  even  sooner. 

Mr.  Skaggs.  You  are  career  yourself? 

Ms.  Gutierrez.  No. 

Mr.  Skaggs.  You  are  not. 

Ms.  Gutierrez.  No,  but  I  do  have  previous  Federal  government 
experience. 

Mr.  Skaggs.  I  may  have  some  additional  questions,  but  we  have 
been  joined  by  the  Ranking  Member  from  Kentucky,  Mr.  Rogers. 
Let  me  turn  it  over  to  you  for  a  while. 

Mr.  Rogers.  Thank  you,  Mr.  Chairman.  Good  morning. 

Ms.  Gutierrez.  Good  morning,  Mr.  Rogers. 

REQUESTED  INCREASES 

Mr.  Rogers.  You  are  requesting  an  additional  five  positions  in 
the  Office  of  the  Secretary,  a  50  percent  increase.  What  purpose 
will  these  new  positions  serve? 

Ms.  Gutierrez.  The  positions  in  the  Office  of  the  Secretary  are 
specifically  slated  for  policy  and  strategic  planning  that  will  coordi- 
nate policy  initiatives  now  taking  place  throughout  the  Depart- 
ment. 

Mr.  Rogers.  So  I  assume  then  you  will  be  abolishing  the  Office  of 
Policy,  Planning  and  Coordination? 
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Ms.  Gutierrez.  It  is  not  an  abolishment  as  such.  That  office  is 
not  staffed  and  in  fact  does  not  exist  at  this  particular  point.  The 
office  will  be  the  Office  of  Policy  and  Strategic  Planning. 

Mr.  Rogers.  I  am  confused.  Are  you  going  to  keep  the  existing 
Office  of  Policy,  Planning  and  Coordination? 

Ms.  Gutierrez.  No. 

Mr.  Rogers.  I  see.  So  you  will  replace  it  with  this  other  new 
office? 

Ms.  Gutierrez.  Yes,  sir. 

Mr.  Rogers.  Now,  you  have  listed  about  $150,000  for  each  of 
those  five  positions.  Can  you  tell  us  the  wage  grade  for  each  of 
those  new  five  positions? 

Ms.  Gutierrez.  In  the  policy  office,  there  will  be  two  senior  exec- 
utive service  level  people,  and  three  14/15  level. 

Mr.  Rogers.  Now,  you  also  request  16  positions  to  improve  man- 
agement and  oversight  of  existing  programs.  And  you  justify  that 
increase  largely  due  to  the  President's  request  to  expand  EDA; 
NIST  and  NTIA.  We  may  find  it  difficult  to  find  the  money  to 
expand  those  programs  to  the  extent  the  President  has  requested. 
How  many  personnel  are  currently  overseeing  those  three  pro- 
grams? 

Ms.  Gutierrez.  I  don't  have  that  specific  number.  Let  me  just 
clarify  and  say  that  the  additional  positions  that  we  are  requesting 
for  oversight  and  evaluation  are  not  simply  based  on  or  premised 
on  additional  funding  for  EDA,  NTIA  or  NIST.  Basically,  what  we 
have  in  the  Department  at  this  point  is  a  virtual  nonexistence  of 
program  evaluation  or  coordinated  performance  measures. 

So,  it  is  the  intent  of  this  particular  request  that  we  put  these 
capabilities  in  place.  This  oversight  is  necessary  for  the  large  variety 
of  programs  that  already  exist  in  the  Department. 

Mr.  Rogers.  Well,  how  many  of  those  16  positions  would  be  asso- 
ciated with  oversight  of  those  three  programs  I  mentioned? 

Ms.  Gutierrez.  Well,  I  can't  specify  that  X  number  would  be 
strictly  geared  to  looking  at  EDA  or  NTIA.  It  is,  again,  the  intent 
that  as  we  have  policy  redirection  and  as  we  have  initiatives  cut- 
ting across  organizational  lines  in  the  Department  that  we  have 
staff  dedicated  to  looking  at  things  from  the  front  end  and  certain- 
ly determining  after  the  fact,  that  what  was  intended  to  happen  is 
actually  occurring,  and  that  the  dollars  we  are  expending  are  being 
spent  the  best  way  possible. 

upgrade  of  the  financial  management  system 

Mr.  Rogers.  You  have  included  in  your  request  a  $2.4  million 
increase  to  upgrade  the  financial  management  systems.  What  will 
that  $2.4  million  be  used  for? 

Ms.  Gutierrez.  The  $2.4  million  will  help  us  in  this  particular 
year  to  acquire,  test  and  implement  some  software,  and  also  to 
begin  to  replace  the  old  accounting  systems.  We  are  exploring  and 
have  identified  some  potential  systems  that  we  can  put  in  place. 
Picking  one  of  them  is  the  next  step. 

Mr.  Rogers.  Is  that  part  of  the  multi-year  plan? 

Ms.  Gutierrez.  Excuse  me? 

Mr.  Rogers.  Is  that  part  of  the  multi-year  plan? 


483 

Ms.  Gutierrez.  I  do  not  quite  understand  the  question. 

Mr.  Rogers.  Is  this  the  first  installment  on  a  multi-year  plan? 

Ms.  Gutierrez.  There  will  be  additional  dollars  that  will  be 
necessary  to  fully  implement  a  core  financial  system,  yes. 
essary  to  fully  implement  a  core  financial  system,  yes. 

Mr.  Rogers.  Can  you  tell  us  about  that? 

Ms.  Gutierrez.  Well,  I  asked  that  specific  question  myself.  I 
wanted  to  know  what,  in  total,  we  were  anticipating  it  would  cost. 
The  estimate  is  that  it  would  cost  about  $41  million  over  the  course 
of  the  next  five  years.  That  is  its  totality,  everjrthing  from  acquir- 
ing every  license,  every  piece  of  software  we  need,  training  for 
staff,  the  taking  over  of  all  of  the  financial  systems  in  the  Depart- 
ment, including  such  things  as  travel,  procurement  and  everything 
that  is  related. 

Mr.  Rogers.  Did  I  hear  you  say  $41  million? 

Ms.  Gutierrez.  You  did. 

Mr.  Rogers.  Over  what  period  of  time? 

Ms.  Gutierrez.  Five  years,  approximately  five  years. 

Mr.  Rogers.  The  first  year  is  only  $2.4  million? 

Ms.  Gutierrez.  Correct. 

Mr.  Rogers.  What  could  conceivably  cost  that  much  money  in  a 
management  system? 

Ms.  Gutierrez.  Well,  that  is  fairly  standard  in  terms  of  these 
systems.  We  have  looked  at  what  the  cost  has  been  in  other  depart- 
ments that  have  integrated  their  entire  system.  Our  costs  are  com- 
parable with  these  other  departments. 

The  dilemma  is  that  within  the  Department  what  we  have  is  a 
very  antiquated  system.  Most  of  what  we  have  was  developed  in 
the  1960s  and  some  in  the  1970s.  There  has  virtually  been  no  up- 
grade since  then.  So  what  we  have  is  eight  different  systems  that 
are  being  used  by  various  bureaus,  from  which  it  is  almost  impossi- 
ble to  get  data  quickly  or  accurately. 

I  have  asked  for  some  things  myself  and  it  has  been  very  difficult 
to  get  the  numbers  quickly.  It  takes  weeks,  longer  than  that,  to  get 
the  data  that  one  needs.  So  when  we  are  talking  about  a  complete 
revamping,  this  is  not  a  patchwork  quilt,  but  a  complete,  total  re- 
vamping. 

Mr.  Rogers.  How  much  is  equipment,  how  much  is  personnel, 
how  much  is  travel  expenses  and  so  forth? 

Ms.  Gutierrez.  That  I  would  like  to  submit  for  the  record. 

Mr.  Rogers.  Please  do. 

[The  information  follows:] 

The  $41  million  is  our  five  year  cost  estimate  to  implement  a  Department-wide 
financial  management  system  that  supports  the  budget  execution/administrative 
control  of  funds,  accounting,  and  financial  management  for  the  Department's  total 
budget  authority  of  approximately  $3.5  billion.  This  system  includes  standard  De- 
partment-wide subsidiary  systems  for  budget,  procurement,  personal  and  real  prop- 
erty, travel,  grants,  and  labor  cost  distribution  and  the  interfaces  to  Bureau-specific 
systems. 

The  $41  million  estimate  is  based  upon  an  earlier  study  to  adapt  the  Corps  of  En- 
gineers Financial  Management  System  (CEFMS)  for  use  at  the  Department.  We 
were  assisted  by  Price  Waterhouse  in  estimating  these  costs.  Our  projected  break- 
down of  this  estimate  is  that  $21.3  million  will  be  spent  for  software,  $10.1  million 
for  hardware,  and  $9.6  million  for  Department  personnel  and  related  costs.  CEFMS 
was  at  one  time  the  leading  candidate  for  implementation  at  Commerce.  However, 
we  have  suspended  active  consideration  of  CEFMS  because  we  found  that  it  is 
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highly  customized  to  the  Corps  way  of  doing  business  and  is  not  yet  in  production. 
We  are  in  the  process  of  analyzing  other  systems.  However,  we  believe  the  total  cost 
and  t)rpes  of  costs  of  the  system  selected  will  be  similar  to  CEFMS. 

Our  estimated  implementation  costs  have  been  compared  with  several  other  agen- 
cies who  have  procured  and  implemented  similar  financial  systems  from  the  Gener- 
al Services  Administration's  Financial  Management  Systems  Software  (FMSS) 
schedule  to  further  evaluate  their  reasonableness.  The  Department  of  the  Interior 
spent  $60  million  over  a  six  year  period  ending  FY  1992  implementing  an  "off-the- 
shelf  schedule  system  and  they  still  have  not  completed  installing  the  system.  The 
Department  of  Housing  and  Urban  Development  (HUD)  estimates  that  it  will  spend 
$50  million  over  the  next  five  years  implementing  the  same  system,  and  the  Envi- 
ronmental Protection  Agency  has  spent  $20  million  to  implement  the  same  system 
in  their  agency.  We  found  that  HUD  is  the  closest  to  Commerce's  environment  in 
complexity  and  number  of  programs. 

FIVE-YEAR  PLAN 

Mr.  Skaggs.  Will  the  gentleman  yield?  I  was  noticing  that  both 
0MB  and  your  Inspector  General  have  identified  this  area  as  being 
particularly  problematic. 

Ms.  Gutierrez.  Correct. 

Mr.  Skaggs.  I  assume  that  since  it  made  it  through  the  0MB 
screen,  they  have  reviewed  this  five-year  plan  and  found  it  suffi- 
cient to  the  task  that  they  thought  needed  attention.  So  I  guess 
that  is  one  question. 

Also,  is  the  Inspector  General  involved  in  some  way  in  looking  at 
what  this  plan  is,  and  whether  it  is  going  to,  in  fact,  satisfy  the 
needs  that  their  audits  have  identified? 

Ms.  Gutierrez.  I  have  not  spoken  to  the  Inspector  General 
myself  in  terms  of  his  involvement  in  this  particular  program.  But 
I  can  assure  you  that,  again,  given  the  mechanisms  that  are  in 
place  in  the  Department  for  oversight  over  large  systems  pur- 
chases, there  is  involvement  across-the-board,  not  just  from  pro- 
gram people,  but  also  from  the  Inspector  General's  Office.  I  will 
certainly  make  it  my  business  to  make  sure  that  if,  for  whatever 
reason,  he  has  not  been  involved,  that  that  office  would  certainly 
play  a  part  in  it. 

Mr.  Skaggs.  I  yield  back.  Thank  you,  Mr.  Rogers. 

Mr.  Rogers.  Well,  irrespective  of  what  0MB  might  think  about 
it,  the  last  time  I  checked,  they  don't  appropriate  funds. 

Now,  how  much  will  you  need  in  the  second,  third,  and  fourth 
and  fifth  years  under  this  plan? 

Ms.  Gutierrez.  I  do  not  have  those  numbers  in  front  of  me.  I  will 
submit  for  the  record  what  the  projected  plan  is. 

[The  information  follows:] 

As  we  are  still  analyzing  available  options,  we  csmnot  accurately  project  the 
system  project  costs  by  fiscal  year  beyond  FY  1994.  We  will  conduct  a  detailed  cost 
analysis  of  the  options  prior  to  the  final  choice  of  a  Commerce  system.  This  analysis 
will  include  costs  by  fiscal  year.  We  will  ensure  that  our  Inspector  General  is  fully 
involved  in  reviewing  this  cost  analysis.  We  will  be  pleased  to  share  this  informa- 
tion with  the  Committee  and  advise  you  of  expected  annual  costs  for  the  selected 
system  as  soon  as  it  is  available. 

FINANCIAL  MANAGEMENT  SYSTEM 

Mr.  Rogers.  Well,  I  would  assume  that  since  whatever  financial 
management  systems  are  in  place  now,  the  personnel  that  are 
there  would  assumably  be  transferred  to  this  new  program. 

Ms.  Gutierrez.  Oh,  absolutely. 
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Mr.  Rogers.  So  I  would  assume  then  that  most  of  the  monies 
that  you  are  requesting  over  the  five  years  would  be  for  equipment. 

Ms.  Gutierrez.  For  hardware  and  software,  that  is  correct;  li- 
censes, exactly.  We  do  have  a  deputy  chief  financial  officer  and  an 
Office  for  Financial  Management  in  place. 

Mr.  Rogers.  Would  this  new  system  extend  to  the  foreign  com- 
mercial service,  as  well? 

Ms.  Gutierrez.  It  would  encompass  the  entire  Department  of 
Commerce. 

Mr.  Rogers.  Is  it  a  communications  system  or  is  it  just  a  finan- 
cial management  system? 

Ms.  Gutierrez.  It  is  a  financial  management  system.  At  this 
point  what  we  are  trying  to  address  are  the  needs  stated  as  part  of 
the  CFO  law,  the  need  for  audited  statements,  the  need  for  much 
more  accurate  financial  information  than  what  our  systems  are 
able  to  produce  at  this  particular  point. 

Mr.  Rogers.  Who  estimated  this  $41  million  total  cost? 

Ms.  Gutierrez.  I  had  the  office  that  deals  with  financial  manage- 
ment that  has  been  working  to  identify  the  Departmental  Finan- 
cial systems  and  related  software  give  me  this  estimate.  Now,  what 
I  neglected  to  say,  and  it  is  important  to  note,  is  that  in  examining 
the  experience  of  other  agencies  that  have  been  able  to  put  similar 
systems  in  place,  one  large  agency's  savings  would  project  to  sav- 
ings for  Commerce  of  approximately  $6.3  million  a  year.  These  sav- 
ings are  in  person  hours  that  are  no  longer  necessary  to  correct 
records  and  operate  outdated  systems.  So  while  $41  million  is  a  tre- 
mendous amount  of  money,  we  see  it  as  an  investment  that  will 
pay  off  within  a  reasonable  period  of  time. 

The  savings  doesn't  even  take  into  account  other  kinds  of  bene- 
fits such  as  the  type  of  information  that  program  managers  can  re- 
trieve easily  and  quickly  in  order  to  make  program  adjustments, 
corrections,  to  do  what  we  need  to  do  quickly. 

Mr.  Rogers.  Well,  is  there  some  document  or  study  that  we  could 
have  that  would  illuminate  for  us  what  you  have  in  mind  over  the 
five-year  period? 

Ms.  Gutierrez.  I  will  certainly  see  that  one  is  gotten  to  you  very 
quickly. 

Mr.  Rogers.  All  right.  We  do  want  to  see  a  breakdown.  It  is  a 
substantial  sum  of  money  in  a  budget  that  is  squeezed.  I  mean  we 
are  going  to  be  squeezing  blood  out  of  a  turnip  this  year  for  pro- 
grams. 

Ms.  Gutierrez.  Absolutely.  We  will  do  that. 

Mr.  Rogers.  So  I  would  hope  that  you  could  be  as  frugal  as  possi- 
ble. 

Ms.  Gutierrez.  Absolutely. 

Mr.  Rogers.  I  certainly  sympathize  with  your  desire  to  better 
manage  the  money  that  we  give  to  you,  certainly.  But  we  don't 
want  to  spend  all  of  the  money  that  we  give  you  for  Commerce's 
activities  to  keep  track  of  the  money  we  gave  you.  So  if  you  will 
provide  us  something,  we  would  appreciate  it. 

Ms.  Gutierrez.  Absolutely. 

[The  information  follows:] 
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The  attached  information  is  provided  as  an  overview  of  our  Commerce  Adminis- 
trative Management  System  (CAMS)  project.  It  describes  the  operating  principles, 
the  underlying  concepts,  the  reasons  for  the  project  and  implementation  time  frame. 
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A.    INTRODUCTION 

The  Chief  Financial  Officers  (CFOs)  Act  of  1990  requires  each 
agency  CFO  to  "develop  and  maintain  an  integrated  agency 
accounting  and  financial  management  system,  including  financial 
reporting  and  internal  controls..."   The  Act  then  lists  required 
system  attributes  which,  taken  together,  characterize  a  modern 
financial  management  system,  one  designed  to  support  directly 
both  program/administrative  managers  and  oversight  officials. 

As  drafted  by  the  Office  of  Management  and  Budget  (OMB) ,  the 
revised  OMB  Circular  A-127,  Financial  Management  Systems, 
clarifies  and  emphasizes  agency  responsibilities  defined  in  the 
CFOs  Act.   As  the  basis  for  its  clarification,  the  revised 
circular  provides  definitions  for  an  information  technology 
system,  a  financial  system,  a  non-financial  system,  a  mixed 
system  and,  finally,  a  single,  integrated  financial  management 
system. 

In  light  of  these  OMB  definitions,  the  Department's  existing  and 
planned  "functional  systems"  for  travel,  grants,  procurement, 
real  and  personal  property,  personnel-payroll  and  budget 
formulation  are  "financial  systems;"  and  existing  systems  which 
support  loan  administration,  order-entry,  inspection  and  grading, 
etc.  are  "mixed  systems."   Within  Commerce  there  are  other 
bureau-specific  financial  and  mixed  systems;  these  are  termed 
"bureau-specific  feeder  systems"  in  this  paper. 

OMB  guidance  states  that  a  single,  integrated  financial 
management  system  shall  consist  of  a  unified  set  of  financial 
systems  and  the  financial  portions  of  mixed  systems  encompassing 
the  software,  hardware,  personnel,  procedures  (manual  and 
automated) ,  controls,  and  data  necessary  to  manage  financial 
operations  of  the  agency  and  report  on  the  agency's  financial 
status  to  central  agencies.  Congress  and  the  public. 

In  working  to  achieve  a  "single,  integrated  financial  management 
system"  for  the  Department — i.e.,  the  Commerce  Administrative 
Management  System —  the  Department's  strategy  is  to  modernize  its 
financial  and  administrative  management  activities,  as  well  as 
transform  the  systems  environment  within  which  these  activities 
take  place.   Our  strategy  and  plan  is  to  design  and  implement 
process  improvements  which  are  enabled  by/coordinated  with 
improved  systems. 

The  attached  document.  Commerce's  Guiding  Vision.  Enabling 
Concept  of  Operation  and  Supporting  Architecture  for  Financial 
Management  (September  1991) ,  represents  a  consensus  Commerce 
blueprint  for  modernizing  financial  management  throughout  the 
Department.   It  was  drafted  by  the  Commerce-wide  Project 
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Management  Team  which  developed  the  requirements  to  be  met  by  a 
new  core  financial  system  (CFS)  for  the  Department.   It  was  then 
endorsed  by  the  cognizant  Departmental  steering  committee  and 
presented  to  OMB  and  Treasury  oversight  staff. 

The  guiding  vision  foresees: 

■  Program/administrative  managers  enabled  to  also  function  as 
responsible  and  accountable  fiscal  managers; 

■  Up-to-date,  complete  and  reliable  official  financial  data 
readily  available  to  all  authorized  personnel; 

■  A  financial  system  which  supports  both  work/resource 
planning  and  financial/program  performance  measurement;  and 

■  Financial  accounting  accomplished  largely  as  a  by-product  of 
streamlined  programmatic/ administrative  operations. 

The  enabling  concent  of  operation  is  characterized  by  the 
following  operational  capabilities: 

■  Paperless  processing  using  electronic  forms,  supported  by 
electronic  signature  approval; 

■  On-line  reservation  of  funds,  as  a  by-product  of  creating 
electronic  forms  which  request  goods  and  services; 

■  On-line  validation  of  funds  availability/commitment  of 
funds,  as  an  integral  part  of  the  electronic  signature 
approval  process; 

■  Simultaneous  capture  and  use  of  direct  and  indirect  labor 
hours  for  project  management,  financial  accounting  and  time- 
and-attendance  purposes;  and 

■  On-line  authorized  query  and  retrieval  of  official  financial 
and  accounting  data  (e.g.,  commitments,  obligations). 

The  overall  system  architecture  must  support: 

■  Portability  of  (at  least)  the  standard  core  financial  system 
software  across  diverse  hardware  platforms. 

■  Seamless  real-time  capture,  validation,  processing  and 
recording  of  most  financial  transactions; 

■  Program  ownership  and  administration  of  program-specific 
financial  data;  and 

■  Distributed  databases  to  accommodate  bureau-specific/ 
program-specific  business  cultures. 
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To  preclude  technological  obsolescence  of  the  planned  system,  we 
need  to  continuously  and  cost-effectively  incorporate  new 
technologies  and  tools  as  these  become  available.   This 
translates  into  a  requirement  to  plan  and  incrementally  achieve  a 
standards-based  open  systems  environment  (OSE) .   With  this 
objective  in  mind,  the  Office  of  Financial  Management  has  entered 
into  a  consulting  agreement  with  NIST's  Computer  Systems 
Laboratory. 

In  The  Government's  Technology  Management  Challenge,  the 
proceedings  of  a  GAO-sponsored  symposium  (October  4  and  5,  1989), 
the  industry  and  Government  leaders  who  participated  proposed 
five  principles  for  effective  management.   Their  first  principle 
was  "commitment  and  vision  begin  at  the  top."   They  went  on  to 
assert  that  "without  clear  direction  and  support  from  the  top, 
modernization  programs  tend  to  degenerate  into  loose  collections 
of  independent  systems.   Often  these  systems  are  developed  under 
the  oversight  of  technical  managers  who  focus  on  the  needs  of 
their  individual  units  rather  than  the  organization's  larger 
mission  and  goals." 

The  initiative  discussed  in  this  paper  is  the  development  of  a 
Commerce  Administrative  Management  System  (CAMS)  compatible  with 
our  Commerce  strategic  vision,  compliant  with  related  central 
agency  guidance,  and  fully  responsive  to  Governmentwide  and 
Commerce-unique  requirements.   This  initiative  also  encompasses 
the  management  structure  necessary  for  ensuring  that  commitment 
to  our  strategic  vision  exists  at  the  top  and  is  sustained 
throughout  the  development  and  Departmentwide  implementation  of 
this  new  system.   Each  of  the  bureaus  will  implement  the  CFS 
component  of  CAMS  against  detailed,  bureau-specific  "operational 
profiles" — with  the  major  bureaus  free  to  operate  the  CFS  on 
their  own  hardware.   In  some  cases  a  major  bureau  can  be  expected 
to  cross-service  a  number  of  smaller  ones. 

B.    PURPOSE 

The  Department's  program/administrative  managers  and  oversight 
officials  do  not  have  up-to-date,  complete,  consistent  and 
reliable  official  financial  data  and  financial  performance 
information.   They  require  these  data  and  information  to  make 
sound,  timely  management  decisions.   This  deficiency  puts  the 
proper  financial  management  of  Commerce's  programs, 
administrative  functions,  and  related  resources  at  growing  risk. 
Recognizing  this,  the  0MB  has  placed  the  Department's  "financial 
management  systems"  on  the  Government's  list  of  high-risk 
management  areas.   As  noted  above,  the  CFOs  Act  now  requires  the 
Department  to  "develop  and  maintain  an  integrated  accounting  and 
financial  management  system,  to  include  financial  reporting  and 
internal  controls..." 
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The  purpose  of  pursuing  the  CAMS  initiative  is  two-fold: 

1.  Achieve  a  core  financial  system  (CFS)  which  complies  with 
all  central  agency,  Commerce,  Congressional,  and  JFMIP 
requirements;  is  integrated/ interfaced  with  equally 
compliant  budget  formulation,  functional  (travel,  grants, 
procurement,  real  and  personal  property,  personnel-payroll) 
and  mixed  (loans  and  order-entry,  etc.)  systems;  and  is 
interfaced  with  bureau-specific  feeder  systems  which  satisfy 
established  financial  integrity  standards. 

2 .  Develop  and  implement  the  above-resulting  Commerce 
Administrative  Management  System  (CAMS)  such  that  it 
advances  the  Department  toward  its  vision  for  financial 
management. 

The  initial  critical  task  in  pursuing  the  CAMS  initiative  is, 
therefore,  a  systematic  effort  to  decide  which  CFS  software 
alternative  would  work  best  for  Commerce.   As  shown  on  Chart  I, 
an  analysis  of  each  alternative  is  being  carried  out  which 
encompasses  both  functional  and  technical  evaluations.   The 
decision  process  is  also  shown  on  Chart  No.  I. 

C.    CAPABILITIES 

Infrastructure 

A  CAMS  Steering  Committee  has  been  established  by  the  Chief 
Financial  Officer  and  Assistant  Secretary  for  Administration  to 
guide  and  support  the  multi-year  project  to  achieve  a  "single, 
integrated  financial  management  system"  for  Commerce. 

The  Committee  is  comprised  of  senior  executives  representing  the 
major  bureaus  (NOAA,  Census,  NIST  and  PTO) — who  chair  it  in 
rotation — and  the  office  directors  within  Department-level 
Administration.   Other  key  bureau  and  Office  of  Secretary  staff 
support  the  work  of  the  Committee. 

A  Project  Manager,  responsible  to  the  above  committee,  has  been 
designated  and  tasked  with  coordinating  the  planning, 
development,  integration  and  implementation  Departmentwide  of 
CAMS.   Supporting  the  Project  Manager  are  the  following  Commerce- 
wide  teams: 

■  Project  Management  Team  (CFS) 

■  Analysis  &  Evaluation  Team  (CFS) 

■  Information  Resources  Management  Team  (CFS) 
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Closely  coordinating  Departmental  functional  systems  initiatives 
with  the  project  manager  are  the  following  additional  Commerce- 
wide  teams: 

■  Procurement 

■  Personal  Property 

■  Real  Property 

■  Travel 

An  interim  Implementation  Center  (IC)  has  been  established  and  a 
permanent  facility  planned  for  occupation  in  May  1993.   The 
Center  is  being  equipped  and  staffed  to  enable  it  to  focus  the 
activities — and  husband  the  scarce  resources — needed  to  develop 
and  implement  CAMS. 

Interim  Financial  Management  Improvements 

The  following  dual-track  strategy  strikes  an  acceptable  overall 
balance  between  near-  and  longer-term  improvement  objectives: 

■  Track  1 :   Analyze  each  bureau's  existing  systems;  assess  and 
prioritize  related  deficiencies;  explore  commonality  across 
bureaus  to  identify  opportunities  for  coordinating 
corrective  actions. 

For  each  bureau,  design  and  execute  a  results-driven  program 
of  corrective  action  plans  (CAPs) .   For  each  CAP,  aim  for 
measurable  gains  in  weeks  and  months,  not  years;  and 
coordinate  each  bureau's  CAPs,  as  appropriate,  with  the 
Track  2  initiative  (below) . 

a    Track  2:   Pursue  the  development  and  phased  implementation 

of  a  modern  Commerce  Administrative  Management  System (CAMS) ; 
assure  that  it  will  meet  JFMIP  and  Commerce-unique 
requirements;  streamline/update  some  critical  bureau- 
specific  business  processes  as  part  of  each  bureau's 
implementation  of  CAMS;  and  then  expand  such  "business 
reengineering",  once  this  system  is  successfully 
implemented. 
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Master  Plan 

Our  plan  for  modernizing  Commerce's  administrative  management 
systems/streamlining  related  processes  is  outlined  below: 

■  Conceptualize  the  initial  version  of  the  CAMS  system  as: 

o    A  modern,  JFMIP-compliant  core  financial  system  (CFS) 

which  is 
o     Integrated/ interfaced  with  a  set  of  Departmental 

functional/mixed  systems;  and  which  is 
o    Also  interfaced  to  a  number  of  bureau-unique  feeder 

systems. 

■  Base  the  CFS  on  an  existing  software  system  which  is 
compatible  with  our  strategic  vision  and  can  be  cost 
effectively  modified  to  meet  both  Governmentwide  and 
Commerce-unique  requirements;  select 

o    A  GSA/FMSS  schedule  package, 

o    Another  agency's  financial  management  system,  or 

o    Commercial  off-the-shelf  software. 

■  Also  base  each  Departmental  functional/mixed  system  on 
existing  software  compatible  with  our  strategic  vision; 
select 

o    An  existing  Commerce  system, 

o    Another  agency's  system,  or 

o    An  off-the-shelf  commercial  package. 

■  Identify,  specify,  construct  and  test  the  modifications 
needed  to  the  selected  CFS  software — and  to  the  software 
selected  for  each  functional/mixed  system — to  meet  JFMIP  and 
Commerce-unique  requirements. 

■  Conduct  follow-on  performance  evaluations  of  the  selected 
CFS  software  to  determine  corresponding  technical 
requirements: 

o    Initially,  without  considering  interfacing  Departmental 

functional/mixed  systems; 
o    Next,  with  these  interfacing  systems  taken  into 

consideration;  and 
o    Finally,  using  the  modified  CFS  software  and  taking 

bureau-specific  interfacing  systems  into  account  (as 

well  as  the  interfacing  Departmental  systems) . 

I    For  each  bureau,  identify  its  system  architectural 

alternatives  for  implementing/ operating  CAMS,  then  conduct  a 
benefit/cost  analysis  (B/CA)  of  these  and  select  the  most 
cost-effective : 
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o     Develop  the  bureau's  detailed  operational  profile; 
o     Use  performance  evaluation  results  to  identify  the 

architectural  alternatives; 
o    Use  follow-on  stress-test  results  as  input  to  the  B/CA; 

and 
o     Select  best  architecture/develop  "buy-list"  and 

acquire/install  missing  technology. 

■  Achieve  the  initial  version  of  CAMS  and  implement  it  within 
the  pilot  bureau  (i.e.,  the  Bureau  of  the  Census): 

o    Modify  the  selected  CFS  software  to  meet  JFMIP  and 

Commerce-unique  requirements, 
o    Modify  the  software  selected  for  each  Departmental 

functional/mixed  system  to  meet  JFMIP  and  Commerce- 
unique  requirements, 
o     Plan  and  accomplish  systems  integration, 
o    Assure  the  financial  integrity  of  each  pilot-bureau 

feeder  system, 
o     Interface  each  of  these  feeder  systems, 
o    Design  and  accomplish  initial  business-process 

reengineering/ implement  CAMS  within  the  pilot  bureau, 

and 
o    Expand  business-process  reengineering  within  the  pilot 

bureau. 

■  Proceed  with  initial  business-process  reengineering/system 
implementation/expanded  process  reengineering  for  each  of 
the  remaining  bureaus. 

■  Plan  and  accomplish  software  reengineering  of  all 
interfacing  Departmental  functional/mixed  systems  to  achieve 
a  fully  integrated  Commerce  Administrative  Management 
System. 

Project  Plans 

The  initial  set  of  supporting  project  plans,  outlined  below,  are 
to  be  coordinated  in  the  above  Master  Plan: 

■  Commerce  Financial  and  Administrative  Systems 
"Implementation  Center"  fIC) 

o     Plan  an  IC  with  a  mission  to  focus/facilitate  all 

analytical  and  technical  efforts  needed  to  achieve  the 
planned  Commerce  Administrative  Management  System. 

o     Establish,  equip  and  staff  the  Center. 
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"Core  Financial  System" 

o    Select  the  CFS  software  per  the  plan  depicted  on 

Chart  I. 
o    Design  and  construct  all  needed  software  changes, 
o     Specify  and  build  all  required  interfaces, 
o    Accomplish  systems  integration. 

"Departmental  Functional/Mixed  Systems" 

o    Form  a  "functional  team"  for  each  functional  area. 

o     Develop/update  the  functional/operational  requirements 
to  be  met  by  the  corresponding  automated  system. 

o    Based  on  the  software  selected  for  the  CFS,  determine 
whether  a  stand-alone  Departmental  system  will  be 
required. 

o     If  the  selected  CFS  software  includes  support  for  the 
functional  area,  develop  a  strategy  and  plan  for 
evaluating  the  CFS  software,  in  depth,  against 
documented  functional/operational  requirements. 

o     Execute  the  plan  and  identify/scope  needed 
changes/enhancements . 

o    Finally,  work  closely  with  the  CAMS  project  manager  to 
specify  each  change/ensure  that  it  is  adequately 
tested,  once  made. 

o     If  the  selected  CFS  software  does  not  include  such 

support,  identify  stand-alone  functional  systems  which 
might  be  adapted  for  Departmentwide  use,  and  then 
interface  to  the  selected  CFS  software.  In  this  case 
proceed  by  using  the  CFS  project  plan  as  a  model. 

"Pilot  Bureau" 

o    Develop  bureau's  preferred  operational  profile, 

given  selected  CFS  and  resulting  set  of  interfacing 

Departmental  functional/mixed  systems. 
o    Using  results  of  performance  tests,  along  with  results 

of  Independent  Verification  and  Validation  (IV&V) , 

formulate  a  set  of  bureau-specific  system  architectural 

alternatives  for  the  preferred  operational  profile. 
o     Design  a  B/CA  for  selecting  most  cost-effective 

architecture . 
o    Conduct  and  report  the  B/CA. 
o    Against  the  selected  system  architecture, 

identify/specify  'missing'  technology — then  acquire  and 

install  within  the  pilot  bureau. 
o     Plan,  conduct  and  report  follow-on  performance  tests 

and  refine  system  architecture  accordingly. 
o    Modify  each  interfacing  pilot-bureau  feeder  system  to 

remedy  functional/financial-integrity  deficiencies. 
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o    Design  and  plan  initial  set  of  improvements  to 
pilot  bureau's  existing  business  processes. 

o    Plan  and  accomplish  systems  integration  testing. 

o     Implement  CAMS  and  initial  set  of  related  process 
improvements . 

■  "Technology  Opportunity:   Repository  Management" 

o    Acquire  and  implement  a  FTPS  Pub  156-compliant 

repository  management  system  (RMS) . 
o    Train  designated  support  staff, 
o    Specify  and  enforce  RMS  disciplines. 

■  "Technology  Opportunity:   Use  of  I-CASE  Tools" 

o    Train  key  technical  staff  in  use  of  I-CASE  tools. 

o    Design  and  pursue  a  proof-of-concept  effort  to  assess 

feasibility/cost-effectiveness  of  mapping  CFS 

applications  into  the  above  I-CASE  tools, 
o    Provide  outcomes  to  analysis  which  refines  the 

Financial  Summary  for  this  paper, 
o    Also  apply  "lessons  learned"  when  planning  changes  to 

any  software  application. 

Management 

The  initiative  to  achieve  a  Commerce  Administrative  Management 
System  began  in  FY  1990  as  a  project  established  to  plan  and 
develop  a  "standard  financial  system"  for  Commerce.   A  Project 
Management  Team  was  created  to  plan  the  new  system,  beginning 
with  the  development,  documentation  and  validation  of  Commerce's 
accounting  functional  requirements.   To  oversee  and  support  this 
project  a  Departmental  Financial  Systems  Steering  Committee  was 
concurrently  established. 

On  September  21,  1992,  a  CAMS  Steering  Committee,  established  by 
the  Chief  Financial  Officer  and  Assistant  Secretary  for 
Administration,  held  its  initial  meeting.   This  successor  body  is 
characterized  by  an  expanded  membership  and  charter,  incorpora- 
tion of  the  above  Project  Management  Team  as  operational  staff 
and  by  leadership  provided  by  the  major  bureaus.   To  ensure  such 
leadership,  the  Steering  Committee  shall  be  chaired,  on  a 
rotational  basis,  by  a  senior  executive  from  one  of  the 
represented  bureaus.   Also  on  the  Steering  Committee  is  the  head 
of  each  office  within  Departmental  Administration.   Additional 
key  bureau  and  Department-level  staff  act  as  advisors  to  the 
Committee. 

The  Committee  has  underscored  the  importance  of  viewing,  planning 
and  accomplishing  the  implementation  of  the  new  system  taking 
bureau-specific  needs,  time  frames  and  realities  into  account. 
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Key  Players 

A  well-qualified  Department-level  CAMS  Project  Manager  has  been 
appointed  and  is  now  leading  the  effort  to  evaluate  the  software 
alternatives  identified  for  the  CFS.  He  is  supported  by  a  full- 
time  Analysis  and  Evaluation  (A&E)  Team  comprised  of  key 
financial/accounting  staff  from  throughout  the  Department. 
Additional  financial/accounting  staff  will  join  the  team,  as 
required.   Additionally,  the  Project  Manager  is  supported/advised 
by  a  Project  Management  Team  and  an  IRM  Support  Team — each 
comprised  of  bureau  and  Department- level  staff  who  meet  and 
deliberate  on  an  as-needed  basis. 

Finally,  Departmental  functional  systems  teams — Travel, 
Procurement  and  Property  (real  and  personal) — have  been  formed  of 
respective  Department-level  and  bureau  functional  managers  and 
key  staff.   These  teams  work  very  closely  with  the  CAMS  Project 
Manager  in  planning/carrying  out  their  tasks. 

The  individual  members  of  the  CAMS  Steering  Committee  have 
provided  the  project  with  highly  qualified,  highly  motivated 
staff  for  the  various  supporting  teams.   Collectively,  the 
members  have  fashioned,  and  are  undertaking,  a  truly 
unprecedented  Commerce-wide  collaboration. 

Accomplishments 

The  following  accomplishments  to  date  have  strengthened  the 
Department's  capabilities  for  successfully  developing  the  planned 
system: 

■  Creation  of  a  pro-active  Steering  Committee  intent  on 
achieving  a  successful  modernization  of  our  Commerce 
administrative  management  systems; 

■  Development  of  a  Commerce  strategic  vision  for  financial 
management. 

■  Development,  documentation  and  validation  of  Commerce's 
functional  requirements  for  a  core  financial  system. 

■  Completion  of  a  preliminary  analysis  of  available  Federal 
accounting/financial  management  systems; 

■  Completion  of  a  formal  evaluation  of  the  above  alternatives 
and  identification  of  the  most  promising  ones; 
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■  Establishment  and  successful  operation  of  an  interim 
Implementation  Center  and  the  planning  of  a  permanent 
facility; 

■  Creation  of  an  Analysis  and  Evaluation  Team  and  an  IRM  Team 
to  analyze/evaluate/compare  the  most  promising  CFS  software 
alternatives; 

■  Creation  of  a  Project  Management  Team  to  support/direct  the 
CAMS  project  manager; 

■  Creation  of  "Functional  Teams"  to  develop  the  requirements 
to  be  met  by  Commerce-wide  systems  for  travel,  procurement, 
real  and  personal  property;  where  necessary,  to  identify, 
evaluate  and  recommend  software  alternatives  for  stand-alone 
Departmental  functional/mixed  systems;  and  finally,  to 
identify/specify/quality-assure  software  changes  needed  to 
satisfy  JFMIP  and  Commerce-unique  functional  requirements; 

■  Preparation  of  an  inventory  of  all  financial,  mixed  and 
bureau-specific  feeder  systems  within  Commerce; 

■  Execution  of  a  computer  technology  consulting  support 
agreement  with  NlS't's  Computer  Systems  Laboratory; 

■  Award  of  a  multi-year,  task-ordering  contract  with  Pilot 
Research  Associates,  Inc.  for  contractor  technical/ 
analytical  support, 

D.  AGENCY  COMPONENTS  INVOLVED 

The  CAMS  Steering  Committee  supports  and  reports  to  the  Chief 
Financial  Officer.   The  Steering  Committee  represents  the  major 
bureaus  and  all  Department-level  offices  concerned  with  the 
development  and  implementation  of  "a  single,  integrated  financial 
management  system."   Where  indicated.  Department  Organization 
Orders  (DOOs)  will  clarify  roles  and  responsibilities  of  each  of 
the  organizations  represented  on  the  Committee. 

E.  ALTERNATIVES 

The  status  quo  alternative  is  simply  not  an  acceptable  one,  given 
that  the  Department's  financial  systems  are  listed  on  OMB's 
Governmentwide  high-risk  list.  The  related  alternative  of 
"modernizing"  an  existing  bureau  financial  system  to  serve  as  the 
Department's  core  financial  system  is  not  feasible:  all  these 
bureau  systems  are  seriously  outdated;  and  most  are  tightly 
tailored  to  bureau-specific  requirements/business  processes. 

The  most  cost-effective  strategy  for  achieving  a  core  financial 
system  is  to  select  an  existing,  up-to-date,  and  relatively 
generic  system — then  adapt  it  for  Commerce-wide  use  as  our  core 
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financial  system.   Once  this  system  is  selected,  required  stand- 
alone functional/mixed  systems  would  become  known;  software 
alternatives  for  each  of  these  CAMS  components  would  then  be 
identified,  evaluated,  and  selected — with  cross-servicing 
included  among  the  alternatives  considered  for  these  interfacing 
systems . 

In  keeping  with  0MB  guidance,  we  plan  to  base  each  CAMS  software 
component  on  an  existing  Federal  system,  specifically: 

■  A  GSA/FMSS  schedule  package, 

■  Another  off-the-shelf  package,  or 

■  Another  agency's  system. 

After  identifying  the  software  alternatives  available  from  the 
above  sources,  we  will  evaluate  them  in  terms  of  their  fit  to 
Governmentwide  and  Commerce-unique  requirements — functional, 
operational  and  technical — and  their  compatibility  with  our 
strategic  vision. 

In  the  case  of  Departmental  functional/mixed  systems,  when 
weighing  a  given  software  alternative  we  will  adopt  the  following 
approach: 

■  If  the  software  is,  in  effect,  an  integrated  module  of  the 
selected  CFS  software  and  meet — or  can  be  cost-effectively 
modified  to  meet — Governmentwide  and  Commerce-unique 
requirements,  we  will  go  with  this  CFS  module; 

■  Otherwise,  we  will  select  an  existing  stand-alone  system 
that  meets  (possibly  via  cross-servicing)  or  can  be  cost    * 
effectively  adapted  to  meet  Governmentwide  and  Commerce- 
unique  requirements. 

Once  the  CAMS  software  components  are  selected,  bureau 
operational  profiles  will  be  detailed  and  system  architectural 
alternatives  for  operating  CAMS  evaluated.  Where  cost-effective, 
the  alternatives  most  aligned  with  our  strategic  vision  will  be 
selected  and  implemented. 

F.    FINANCIAL  SUMMARY 

The  estimated  costs  to  implement  CAMS  (which  includes  the  core 
financial  system  and  Departmental  Functional  Systems) is  $41 
million  over  the  next  five  years.   These  cost  estimates  were 
based  on  the  original  assumption  that  the  Department  would  adapt 
the  Corps  of  Engineers'  Financial  Management  System  (CEFMS)  for 
use  as  Commerce's  CFS.   As  such  the  Financial  Summary  will  be 
revised — once  the  CFS  software  alternative  is  selected  and  more 
exact  development/implementation  cost  estimates  can  be  developed. 
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6.    BENEFITS 

■  The  planned  Commerce  Administrative  Management  System  will 
achieve  Commerce's  compliance  with  financial  systems 
mandates  of  the  CFO  Act  and  0MB  Circular  A-127. 

■  This  new  system  will  remove  the  Department's  "financial 
systems"  from  0MB' s  Governmentwide  high-risk  management 
list. 

■  Over  time,  the  system  will  transform  how  financial 
management  is  viewed  and  performed  throughout  Commerce:   it 
will  allow  us  to  actualize  our  Commerce  Guiding  Vision. 
Enabling  Concept  of  Operation  and  Supporting  Architecture 
for  Financial  Management. 

■  Standard  software,  centrally  maintained,  will  avoid  the 
cost-multiplier  now  operative. 

■  If  successful,  mapping  (at  least)  the  core  financial 
software  into  I-CASE  tools  would  lower  dramatically  those 
life  cycle  costs  centered  on  maintaining/enhancing  the 
system. 

■  The  system,  as  envisaged,  would  also  support  and  encourage 
the  streamlining  of  business  processes  throughout  Commerce. 
Such  business-process  reengineering  is  the  surest  route  to 
dramatic  cost-avoidances  and  quality  improvements. 

H.    SCHEDULE  OBJECTIVES 

FY  1993 

Relocate  CAMS  project  to  a  permanent,  fully  functioning  IC. 

Identify  the  most-promising  CFS  alternatives. 

Conduct  and  report  an  IV&V  of  each  CFS  finalist. 

Assess  operational  fit  of  each  to  Commerce's  business 
environments. 

Identify  and  scope  software  changes  required  for  each. 

Recommend  a  performance-testing  regime  for  each,  then 
conduct  and  analyze  the  test  results. 

Cost  out  each  alternative  and  assess  its  risks. 

Report  comparative  cost  and  risk  analyses  and  recommend  a 
CFS  software  acquisition. 
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Obtain  Steering  Committee's  and  Chief  Financial  Officer's 
decision. 

Issue  a  Letter  of  Intent  (LOI)  to  procure  a  CFS. 

Identify  required  stand-alone  Departmental  functional/mixed 
systems  and  corresponding  software  alternatives. 

Update  functional/operational  requirements  for  travel, 
procurement,  real  and  personal  property. 

Identify  pilot  bureau's  interfacing  feeder  systems/ initiate 
financial-integrity  assessment  of  these. 

Update  CAMS  Concept  Study  and  Project  Plans. 

FY  1994: 

Procure  CFS. 

Specify  and  begin  making  initial  set  of  CFS  software 
changes. 

Develop  and  publish  financial  integrity  standards  for  feeder 
systems . 

Evaluate/select  software  for  each  stand-alone  Departmental 
functional/mixed  system. 

Specify  and  begin  making  all  remaining  software  changes: 
CFS,  stand-alone  Departmental  functional/mixed  systems, 
interfacing  pilot-bureau  feeder  systems. 

Plan  and  accomplish  follow-on  performance  tests. 

Conduct  and  report  benefit/cost  analysis  of  system 
architectural  alternatives  for  pilot  bureau  implementation. 

Select  the  most  cost-effective  architecture; 
identify/specify/issue  RFP  for  additional  pilot-bureau 
technology. 

Develop  CAMS  implementation  plan  for  pilot  bureau. 

1995 

Install  additional  pilot-bureau  technology. 

Complete  and  test  all  software  changes/ interfaces  needed  to 
implement  CAMS  within  pilot  bureau. 
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Conduct  system  integration  tests  at  IC. 

Conduct  business  process  reengineering  (streamlining)  at 
pilot  bureau. 

Conduct  pilot  bureau  training  at  IC. 

Stress-test  the  system  using  modified  software. 

Tune  the  system/ refine  system  architecture  at  IC. 
FY  1996 

Implement  CAMS  within  pilot  bureau  (i.e.,  Census  Bureau). 

Conduct  post-implementation  reviews. 

Schedule  and  plan  follow-on  implementations. 
FY  1997-98 

Phased  implementation  of  remaining  bureaus. 

SECURITY  ISSUES 

Because  it  encompasses  sensitive  data  and  is  important  to  mission 
accomplishment,  the  planned  Commerce  Administrative  Management 
System  is  a  "sensitive  system"  under  the  Computer  Security  Act  of 
1987.  Therefore,  the  Office  of  Financial  Management  will  prepare 
a  Sensitive  System  Security  Plan  which  overviews  the  security  and 
privacy  requirements  applicable  to  this  system  and  provides  plans 
for  meeting  these  recniirements. 

Programming  necessary  for  security  protection  will  be 
accomplished  at  the  time  other  modifications  are  made  to  the 
selected  baseline  core  financial  system  to  adapt  it  for  use  at 
Commerce. 

J.    COLLECTIONS  FROM  THE  PUBLIC 

Department-level  Electronic  Data  Interchange  (EDI)  requirements 
and  pilot  projects  will  be  incorporated  within  the  master  plan 
for  the  Commerce  Administrative  Management  System.   More 
generally,  the  master  plan  will  be  linked  increasingly  with  the 
Department's  Electronic  Commerce  2000  initiative,  as  this 
develops. 
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COMMERCE'S  GUIDING  VISION,  ENABLING  CONCEPT  OF 

OPERATION  AND  SUPPORTING  ARCHrFECTURE  FOR 

FINANCIAL  MANAGEMENT 
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GUIDING  VISION,  ENABLING  CONCEPT  OF  OPERATION  AND 
SUPPORTING  ARCHITECTURE  FOR  COMMERCE'S  FINANCIAL  MANAGEMENT 


Guiding  Vision 

>■     Financial  Management  permeates  all  the  Department's  programs 
and  operations; 

»■  It  is  performed  within  programs  eind  operations  by  managers 

who  are  also  responsible  zuid  accounteUsle  financial  managers; 

•■    These  program  and  operational  managers  understand  all 
applicable  financial  management  requirements; 

*■  They  have  ready  access  to  all  the  data  and  information 

needed  to  satisfy  these  requirements;  and 

*■  They  are  supported  by  modern  financial  systems,  and  related 

concepts  of  operation,  which  ensure  the  integrity, 
timeliness,  and  completeness  of  the  abo-ve  data  and 
information. 


Operational  Concept 

»■  Bureaus  operate  standard  financial  management  software 

(e.g.,  core  financial  system)  on  their  own  hardware 
platforms. 

»■  Standard  financial  management  software  is  centrally 

maintained  (to  keep  it  standard) ,  but  the  Bureaus 
collectively  decide  software  changes. 

>■    Financial  data  is  captured  as  a  by-product  of  program  and 
administrative  operations,  whenever  feasible. 

The  objective  is  "single-entry,  source  capture  of  data." 
(e.g,  one-time  capture  of  labor  hours  for  project 
management,  financial  accounting,  and  payroll  time-and- 
attendance  eliminates  duplicate  data  entry  and  related 
accounting  reconciliations,  while  improving  significantly 
the  timeliness  of  the  financial  information  provided  to 
program  managers.) 

*■  Paperless  processing,  using  electronic  forms  and  electronic 

approval,  is  an  integral  feature  of  the  system. 

Electronic  processing  avoids  cumbersome,  costly,  and  complex 
paper  processes  which  significantly  increase  cost, 
compromise  data  integrity,  and  encourage  "cuff -record" 
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systems.   Rather  than  typing  the  required  data  on  a  purchase 
requisition  form,  travel  form,  etc. ,  the  system  produces  the 
form  electronically,  while  concurrently  recording  the 
appropriate  accounting  transactions. 

»■  Simultaneous  with  the  creation/approval  of  the  electronic 

form,  the  system  automatically  validates  the  availability  of 
funding  and  commits  (reserves)  funds  for  the  expenditure. 

Managers  immediately  know  the  impact  of  intended 
expenditures  against  their  budgets.   Rather  than  creating  a 
purchase  request  and  only  then  determining  whether  funding 
is  available,  the  system  accomplishes  this  step  as  a 
byproduct  of  creating  the  request. 

(Program  managers  are  now  forced  to  maintain  "cuff-record" 
systems  —  to  monitor  expenditures  in  the  "pipeline"  to 
determine  the  impact  of  funding  on  contending  expenditures . ) 

•■    Embedded  intelligence  is  used  throughout  the  system  to 
significantly  improve  data  integrity. 

Pre-defined  data  entry  screens  and  transaction  code  tables 
automatically  invoke  the  necessary  accounting  entries  to 
update  appropriate  account  balances  (e.g.,  a  user  calls  up 
the  purchase  requisition  screen,  then  based  on  the  user's 
security  profile,  the  system  allows  the  user  to  view,  create 
and/or  approve  a  requisition.   The  system  also  knows  the 
user's  budget  authority  and  the  types  of  requisitions  — 
contractual  services,  equipment  purchases,  etc. —  authorized 
for  the  user. ) 

The  cost  savings  realized  through  reduced  data 
reconciliation  and  correction  are  an  important  benefit  of 
embedded  intelligence. 

*■  Up-to-date  official  financial  data  are  available  for  on-line 

query  based  on  user  security  profiles. 

Official  financial  data  are  maintained  as  close  as  possible 
to  the  source,  and  in  the  format  needed  by  program  managers, 
while  concurrently  supporting  the  official  accounting 
records  of  the  bureau.   Data  integrity  is  enhanced  by  the 
elimination  of  data  redundancy  and  data  reconciliation. 

Supporting  Architecture 

•-    An  increasingly  Open  Systems  Environment  (OSE)  is  achieved 

that  provides  for  inter-opereJQility  (i.e.,  linkage  or  inter- 
connectivity)  of  hardware/software,  as  well  as  portEUaility 
of  data  and  applications  across  diverse  computing 
environments . 
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The  Department's  commitment  to  a  standards-based  OSE 
recognizes  that,  over  the  long  term,  no  single  vendor  can 
supply  the  entire  spectrum  of  our  information  technology 
needs.   (To  foster  innovation,  improve  productivity,  and 
preclude  system  obsolescence,  we  will  need  to  continually 
acquire  and  implement  new  information  technologies  as  they 
become  available.) 

The  inter-connectivity  of  systems  evolves  to  become 
sezunless. 

Feeder  systems  pass  data  to  and  retrieve  data  from  the  core 
financial  system  in  a  way  that  is  transparent  to  the  user, 
(e.g.,  a  travel  system  queries/updates  funding  availability 
nnd  records  appropriate  accounting  transactions  in  the  core 
financial  system,  as  well  as  obtaining  information  from  and 
passing  data  to  the  payroll  system.   All  of  these  functions 
are  accomplished  as  an  integral  part  of  recording  travel 
transactions,  without  the  user's  awareness  of  the 
connectivity  among  these  systems.) 

Financial  data  is  administered  by  the  progrzun  managers. 

This  is  accomplished  through  distributed  databases,  where 
clear  ownership  (primary  owner)  is  established  for  each 
program  financial  database.   Updates  of  the  data  are  only 
executed  under  the  supervision  or  with  the  prior  approval  of 
the  owner  of  the  data. 

Distributed  data  processing  supports  Bureau-unique,  program- 
unique  "business  cultures." 

Data  are  processed  and  stored  at  their  most  utilized  level. 
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CFO  VACANCY 

Mr.  Rogers.  You  say  there  are  two  candidates  for  the  Chief  Fi- 
nancial Officer? 

Ms.  Gutierrez.  Yes,  my  understanding  is  that  there  are  at  least 
two  candidiates.  There  have  been  more  than  that  that  have  been 
interviewed.  There  are  two  that  are  very  serious  candidates  at  this 
point. 

Mr.  Rogers.  I  gather  you  don't  consider  yourself  one  of  those? 

Ms.  Gutierrez.  No. 

Mr.  Rogers.  When  did  you  anticipate  a  recommendation  being 
made,  or  do  you  know? 

Ms.  Gutierrez.  I  am  not  positive,  but  it  is  my  understanding 
that  that  will  be  forthcoming  very  shortly,  and  given  all  the  proc- 
esses that  have  to  take  place,  I  would  hope  that  within  a  month  to 
six  weeks  that  the  process  will  be  completed. 

Mr.  Rogers.  Thank  you  very  much. 

coordinating  reprogramming  notifications 

Mr.  Skaggs.  Just  a  couple  of  more  questions.  This  is  an  easy  one. 
Can  we  count  on  the  Assistant  Secretary  for  Administration  con- 
tinuing to  coordinate  notification  of  reprogramming  of  funds  as  re- 
quired under  the  appropriate  provisions  of  our  annual  appropria- 
tions act? 

Ms.  Gutierrez.  Absolutely. 

Mr.  Skaggs.  And  further,  will  this  new  integrated  financial  man- 
agement system  enhance  the  Department's  ability  to  comply  with 
committee  reprogramming  procedures? 

Ms.  Gutierrez.  It  will  greatly  facilitate  everything  that  we  need 
to  do. 

transfer  proposal 

Mr.  Skaggs.  Terrific. 

The  Department  proposed  an  extensive  number  of  interappro- 
priation  transfers  at  the  end  of  last  year,  some  of  which  were 
okayed  by  the  committee  back  in  February.  I  think  at  that  time 
the  committee  suggested  that  some  of  the  shortfalls  within  the 
NOAA  operating  accounts  might  be  made  up  with  your  remaining 
transfer  authority  from  other  lines.  What  is  the  status  of  what 
might  be  called  round  two  of  the  transfer  proposal? 

Ms.  Gutierrez.  There  are  discussions  that  are  under  way  right 
now  in  the  Department  in  terms  of  what  the  final  numbers  will 
look  like. 

Mr.  Skaggs.  Should  we  expect  further  notices  of  transfer  and  re- 
programming within  the  next  couple  of  weeks? 

Ms.  Gutierrez.  Yes. 

NOAA  SHORTFALLS 

Mr.  Skaggs.  We  were  told  at  the  time  of  the  proposal  back  in 
December  that  there  would  be  dire  consequences  to  NOAA  if  we 
didn't  provide  some  relief.  What  is  the  current  status  of  those 
shortfalls  in  the  NOAA  budget? 
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Ms.  Gutierrez.  I  don't  have  all  of  the  specifics,  and  I  will  be 
happy  to  provide  that  particular  answer. 
Mr.  Skaggs.  If  you  would. 
[The  information  follows:] 

Nothing  has  changed  with  the  status  or  magnitude  of  NOAA's  operating  short- 
falls since  the  initial  transfer  and  reprogramming  proposals  were  submitted  to  the 
committee  in  December,  1992.  We  are  currently  reviewing  options  to  alleviate  these 
problems  and  will  forward  our  preferred  solution  option  to  the  Committees  soon. 

0MB  REQUEST 

Mr.  Skaggs.  A  necessary  question  for  the  record.  Can  you  tell  us 
what  you  requested  of  0MB  for  your  budget,  and  what  items  0MB 
eliminated  from  your  request? 

Ms.  Gutierrez.  We  requested  $38,042,000.  Nothing  was  disal- 
lowed. 

Mr.  Skaggs.  And  they  are  looking  for  somebody  else  for  this  job? 

Ms.  Gutierrez.  I  didn't  say  they  were  looking  for  someone  else;  I 
said  I  wouldn't  be  a  candidate  for  this  job. 

Mr.  Skaggs.  We  will  have  a  few  additional  questions  for  the 
record.  Mr.  Rogers,  anything  further? 

Mr.  Rogers.  No,  except  that  I  am  amazed.  That  is  the  first  time  I 
have  ever  heard  in  my  lifetime  of  OMB  giving  you  every  penny 
that  you  asked  for. 

Ms.  Gutierrez.  We  worked  very  closely  at  the  front  end  in 
laying  out  what  we  thought  was  a  very  frugal  and  a  very  targeted 
budget. 

Mr.  Rogers.  I  gather  you  did. 

Mr.  Skaggs.  Thank  you  very  much. 

Ms.  Gutierrez.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  SKAGGS 

GENERAL  ADMINISTRATION 

Department-wide  Savings 


QUESTION: 

You  are  assuming  that  a  large  portion  of  the  decrease 
will  come  from  reimbursable  positions.  How  confident  are 
you  that  these  reimbursable  savings  will  actually 
materialize  in  FY  1994?  ^ 

ANSWER: 

The  Department  anticipates  reducing  its  reimbursable  FTE 
substantially  in  1994  (approximately  561)  .   With  the  new 
prioritization  within  the  Department,  we  feel  that  the 
Department  will  be  able  to  achieve  this  reduction. 


QUESTION: 

Please  provide  for  the  record  a  chart  depicting  the 
Department's  FTE  by  agency  for  FY  1993  enacted,  FY  1993 
current,  and  the  FY  1994  request,  including  the 
reductions  taken  in  FY  1993  and  FY  1994.  Include 
reimbursable  as  well  as  direct  FTE. 

ANSWER: 

The  attached  chart  depicts  the  Department  FY  199  3  FTE  and 
FY  1994  FTE  levels. 
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status  of  Appointments 

QUESTION: 

How  is  the  Department's  ensuring  that  these  appointments 
conform  to  the  President's  goal  of  a  diversified 
government  that  represents  a  cross-section  of  America? 

ANSWER: 

We  at  Commerce  are  proud  of  our  accomplishments  to  date 
with  reference  to  the  diversity  of  our  appointees.  Our 
candidate  pools  have  represented  a  wide  variety  of 
individuals  and  we  have  every  reason  to  believe  that  this 
practice  will  continue. 

Financial  Management  Improvement 


QUESTION: 

The  Department  is  requesting  an  increase  of  $2,350,000  to 
begin  development  of  a  Department-wide  core  financial 
management  system  to  replace  eight  existing  primary 
accounting  systems  and  numerous  unofficial  systems.  What 
is  the  current  status  of  the  development  of  the  system, 
and  what  level  of  resources  is  being  devoted  to  the 
improvement  project  in  FY  1993? 

ANSWER: 

In  FY  1993,  we  anticipate  $1,562  million  will  be  spent. 
As  of  this  point,  we  have  accomplished  the  following 
major  tasks: 

We  have  created  a  Commerce  Administrative  Management 
System  (CAMS)  Steering  Committee  comprised  of  senior 
executives  of  the  bureaus  to  assist  the  Chief 
Financial  Officer  and  Deputy  Chief  Financial  Officer 
in  overseeing  the  Commerce  system. 

We  have  established  an  Implementation  Center  to 
perform  the  detailed  evaluation  and  manage  the 
deployment  of  the  system  throughout  Commerce. 

We  have  developed  a  vision  for  Commerce  financial 
management  and  a  strategic  plan  for  implementing  the 
system.  This  Plan  was  approved  by  the  Office  of 
Management  and  Budget  (0MB) . 

We  developed  the  functional  requirements  for  the 
core  financial  system  and  began  developing 
requirements  for  the  real  and  personal  property  and 
procurement  functions. 
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We  developed  detailed  project  plans  for  the  core 
financial  system  and  each  of  the  functions  being 
integrated  into  CAMS. 

We  developed  our  i  "key  technical/ functional  review 
and  decision  criteria." 

We  completed  a  high  level  review  of  the  General 
Services  Administration's  Federal  Management  Systems 
Software  schedule  and  in  the  public  domain. 

We  are  currently  conducting  detailed  functional  and 
technical  reviews  of  the  most  promising  alternative 
systems . 


QUESTION: 

Are  the  ongoing  evaluations  being  carried  out  in-house  or 
via  contractor  support? 

a.  If  by  contractor,  could  you  tell  us  which 
company  is  conducting  this  effort? 

b.  Will  this  contractor  also  be  responsible  for 
the  development  and  implementation  of  the  core 
system,  or  will  you  go  out  with  a  new  request 
for  proposals? 

ANSWER: 

The  evaluation  of  the  various  alternative  systems  is 
being  conducted  by  teams  of  Commerce  employees.  These 
teams  are  conducting  both  detailed  functional  and 
technical  reviews  of  candidate  systems.  Personnel  from 
the  National  Institute  of  Standards  and  Technology's 
Computer  Systems  Laboratory  are  also  working  on  the 
project  to  provide  technical  advisory  services. 

We  have  selected  an  (8)  A  contractor,  Pilot  Research 
Incorporated,  to  assist  the  teams  in  computer  technology 
related  issues  of  the  reviews.  Since  we  are  anticipating 
that  the  system  we  select  will  be  from  the  General 
Services  Administration  (GSA)  procurement  schedule,  the 
primary  contractor  development  and  implementation  support 
will  come  with  the  package  selected.  Pilot  Research 
Corporation  may,  however,  continue  to  be  involved  in  the 
development  and  implementation  work  necessary  for  the 
system. 
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QUESTION: 

On  page  GA-19  of  your  justifications,  you  state  that  the 
Department  established  an  "implementation  center"  in  FY 
1993  related  to  the  development  of  the  core  financial 
management  system.  Could  you  tell  us  more  about  this 
implementation  center  --  what  is  it,  how  will  it  interact 
with  the  contractor  support  for  the  core  financial 
management  system,  and  how  will  it  be  used  throughout  the 
implementation  of  this  project? 

ANSWER: 

We  established  a  CAMS  Implementation  Center  to  focus  the 
Department's  resources  and  to  reduce  the  risks  inherent 
in  implementing  new  systems  by  fully  testing  the  system 
at  the  Center  before  deployment.  The  Center  is  staffed 
with  Commerce  employees.  The  mission  of  the  Center  is  to 
identify  and  evaluate  the  various  "off-the-shelf"  and 
other  agency  financial  and  administrative  management 
systems  to  determine  their  suitability  for  implementation 
within  Commerce.  Once  a  baseline  financial  system  is 
chosen,  the  Center  staff  will  support  the  modification, 
integration  and  Department-wide  implementation  of  all  the 
components  of  the  CAMS.  Center  staff  will  develop  and 
maintain  the  CAMS  project  master  plan  and  coordinate  the 
activities  of  various  teams  and  working  groups.  The 
Center  will  manage  and  oversee  the  work  of  contractor 
support  involved  in  this  project.  The  Center  will  also 
serve  as  a  training  facility  for  the  new  system. 


Transfer  Authority 


QUESTION: 

At  the  time  the  original  transfer  proposal  and  the  NOAA 
reprogramming  were  submitted,  the  Committee  was  told  that 
dire  consequences  would  result  if  some  relief  was  not 
provided  for  NOAA  operating  programs.  What  is  the 
current  status  of  NOAA's  shortfalls,  and  what  is  your 
office  doing  to  ensure  that  no  anti-deficiency  violations 
occur? 

ANSWER: 

Nothing  has  changed  with  the  status  or  magnitude  of 
NOAA's  operating  shortfalls  since  the  initial  transfer 
and  reprogramming  proposals  were  submitted  to  the 
committee  in  December,  1992.  We  are  currently  reviewing 
options  to  alleviate  these  problems  and  will  forward  our 
preferred  solution  option  to  the  Committees  soon.  No 
antidef iciency  violations  will  occur  before  the  final 
solution  is  implemented. 
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Management  Enhancement 


QUESTION: 


Another  element  of  the  proposed  management  increase  --  10 
positions  and  $789,000  —  is  designated  for  the  Director 
for  Budget,  Planning  and  Organization.  What  specifically 
will  these  resources  accomplish,  and  how  is  this  increase 
related  to  the  financial  management  system  program 
increase  discussed  earlier? 

ANSWER: 

These  positions  and  funding  are  part  of  our  overall 
management  enhancement  program  request.  The  new 
Administration  brings  new  ideas  for  the  future  and  new 
priorities  for  many  federal  programs.  This  request  will 
allow  us  to  enhance  the  Department's  capacity  to  develop, 
implement,  and  coordinate  policies  and  initiatives  which 
cut  across  Department  organizational  lines  or  involve 
other  government  agencies.  These  resources  will  be  used 
to  develop  a  Departmental  program  evaluation  capability 
in  the  Office  of  the  Secretary,  and  provide  analytical 
support  and  policy  guidance  for  the  Department  in 
implementing  program  and  management  improvements. 

We  will  conduct  Departmental  policy  and  program  analyses 
providing  guidance  and  support  to  the  Department's 
bureaus  in  implementing  Commerce-wide  and  government-wide 
systems  and  requirements.  We  will  identify 
organizational  improvements  to  effectively  accomplish 
Commerce's  missions  and  the  new  Administration's 
priorities.  We  will  measure  and  evaluate  program 
performance,  results  and  impact,  emphasizing  "preventive" 
approaches  that  establish  evaluation  criteria  for  new  or 
redirected  programs  in  the  planning  stage.  We  will  work 
closely  with  bureau  program  managers  and  oversee  their 
implementation  of  comprehensive  evaluation  methods. 


HCHB  Tunnel 


QUESTION: 

What  would  be  the  impact  of  not  receiving  these  funds  in 
fiscal  year  1994? 

ANSWER: 

Receiving  the  funds  in  fiscal  year  1994  is  absolutely 
critical  to  the  tunnel  project.  Procurement  of  materials 
necessary  for  the  tunnel  is  scheduled  for  January,  1994. 
Construction  of  the  tunnel  is  scheduled  to  begin  in  July, 
1994,  with  completion  expected  one  year  later,  as  part  of 
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a  strict  time-phased  plan,  hence  the  requirement  for  the 
funds  in  fiscal  year  1994.  If  funds  are  delayed, 
construction  cannot  begin,  and  the  cost  for  installing 
the  tunnel  after  the  Federal  Triangle  Building  (FTB)  is 
completed  would  be  prohibitive. 


QUESTION: 

One  of  the  reasons  you  cite  for  the  necessity  of  this 
tunnel  is  to  provide  for  more  efficient  handling  of  large 
tractor  trailer  shipments.  How  many  of  these  types  of 
deliveries  does  the  Department  ordinarily  receive  during 
the  year,  and  how  are  you  currently  handling  these 
shipments? 

ANSWER: 

The  Department  receives  approximately  1,920  deliveries  at 
it's  Capitol  Heights  warehouse  facility  by  all  kinds  of 
trucks  each  year.  Of  that  number,  it  is  estimated  that 
about  one-third,  or  634  trucks  that  exceed  the  Herbert  C 
Hoover  Building  (HCHB)  loading  dock  restriction  of  10 '6", 
e.g.  tractor  trailers,  could  be  routed  directly  to  the 
FTB  if  the  HCHB  had  access  to  a  loading  dock  in  that 
building.  Currently,  we  must  receive  these  shipments  at 
the  warehouse,  reload  the  materials  on  our  own  vehicles, 
and  deliver  to  the  HCHB. 


QUESTION: 

Your  statement  refers  to  the  interaction  between  the 
Department's  trade  promotion  and  licensing  functions  and 
the  various  trade-related  organizations  to  be  housed  in 
the  Federal  Triangle  Building.  Do  you  know  what 
organizations  are  planning  to  move  into  the  Federal 
Triangle  Building? 

ANSWER: 

We  understand  that  the  U.S.  Customs  Service  and  the 
Environmental  Protection  Agency  are  likely  candidates  for 
occupying  the  Federal  Office  Building  portion  of  the  FTB. 
We  are  far  more  interested  in  the  use  of  the  portion  of 
the  building  intended  for  "International"  concerns.  The 
District  of  Columbia  Congressional  Delegate  and  the 
Pennsylvania  Avenue  Development  Commission  are  still 
recommending  a  significant  trade-related/economic 
presence  in  the  building  that  could  include 
representatives  from  various  foreign  embassies.  With  a 
tunnel,  the  "Storefront"  activities  would  be  far  more 
accessible  to  the  HCHB,  as  would  Commerce  activities  be 
to  all  occupants  of  the  FTB,  whoever  they  ultimately  turn 
out  to  be. 
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Locality  Pay 


QUESTION: 

Your  budget  request  does  not  include  any  increases  for  a 
FY  1994  pay  raise  for  Federal  employees.  Are  any  funds 
included  for  a  locality  pay  increase? 

ANSWER: 

The  1994  budget  does  not  include  any  funds  for  a  locality 
pay  increase. 


QUESTION: 

Please  provide  for  the  record  a  chart  showing  the 
additional  funding  requirements  for  the  Department,  by 
bureau,  for  the  increase  in  locality  pay  mandated  by 
existing  legislation. 

ANSWER: 

As  part  of  the  Federal  Employees  Pay  Comparability  Act  of 
1990  (FEPCA) ,  a  locality  based  pay  increase  was  scheduled 
to  begin  in  1994.  However,  OMB  stated  there  would  be  no 
locality-based  comparability  payments  in  1994.  The 
Administration  has  not  provided  the  Department  with  the 
necessary  information  to  develop  its  1994  funding 
requirements . 

Also,  the  Department  has  been  informed  that  there  are 
several  unresolved  issues  regarding  locality  pay  before 
the  Federal  Salary  Council.  These  include  items  such  as 
the  validity  of  the  methodology  used  in  collecting  the 
salary  data  and  problems  in  defining  the  geographic 
boundaries  of  some  of  the  consolidated  metropolitan 
statistical  areas.  Also,  in  performing  some  of  the 
surveys,  the  Bureau  of  Labor  Statistics  has  not  been  able 
to  find  a  sufficient  number  of  matches  between  certain 
Federal  and  private  sector  occupations. 

The  Department  would  be  pleased  to  submit  its  funding 
requirements  as  soon  as  information  is  available  to 
determine  what  the  locality  pay  funding  amount  is. 
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FTS  2000 


QUESTION: 

Under  the  Treasury-Postal  Service  Appropriations  Act,  all 
Federal  agencies  are  required  to  use  the  FTS  2000 
telecommunications  system.  How  has  the  implementation  of 
this  system  impacted  the  Commerce  Department's  budget 
request? 

ANSWER: 

The  FTS  2000  long  distance  service  program  has  resulted 
in  significant  savings,  efficiencies,  economies  and 
benefits  to  the  Department  which  have  been  directly 
translated  into  reductions  in  the  Department's 
telecommunications  budget. 


QUESTION: 

Please  provide  for  the  record  a  chart  depicting  the  FY 
1994  savings  in  each  bureau  associated  with  the 
transition  to  FTS  2000. 

ANSWER: 

The  following  depicts  the  estimated  FY  1994  savings,  by 
bureau,  associated  with  the  transition  to  FTS  2000: 

Economic  and  Statistical  Analysis  $19,000 

National  Oceanic  and  Atmospheric 

Administration  4,878,000 


Tuesday,  April  20,  1993. 

OFFICE  OF  INSPECTOR  GENERAL 
WITNESSES 

FRANK  DeGEORGE,  INSPECTOR  GENERAL 

ALAN  P.  BALUTIS,  DIRECTOR  FOR  BUDGET,  PLANNING  &  ORGANIZATION 

MARK  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  Skaggs.  The  next  item  we  will  consider  this  morning  is  the 
fiscal  year  1994  budget  request  for  the  Office  of  the  Inspector  Gen- 
eral in  the  Department  of  Commerce.  The  request  is  for 
$18,381,000,  which  is  an  increase  of  $2,576,000  over  the  appropria- 
tion for  fiscal  year  1993. 

We  shall  insert  the  justifications  submitted  in  support  of  this  re- 
quest into  the  record  at  this  point. 

[The  justifications  follow:] 
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Opening  Statement 

Mr.  Skaggs.  Testifying  on  behalf  of  this  request  today  is  Frank 
DeGeorge,  the  Inspector  General  of  the  Department  of  Commerce. 
Mr.  DeGeorge,  please  proceed  with  your  statement. 

Mr.  DeGeorge.  Thank  you,  Mr.  Chairman.  I  will  paraphrase  my 
testimony,  because  I  really  do  want  to  talk  to  a  couple  of  issues 
that  have  been  previously  raised. 

The  request  for  $18,381,000  reflects  an  increase  of  $2.5  million 
over  our  fiscal  year  1993  budget.  The  increase  includes  an  adjust- 
ment of  $576,000  for  our  current  programs,  as  well  as  a  request  for 
about  $2  million  to  carry  out  the  audit  requirements  mandated  by 
the  Chief  Financial  Officer  Act  of  1990.  I  would  point  out  that  our 
requested  increase  for  maintaining  current  operations  has  been  re- 
duced by  $314,000,  as  part  of  the  President's  effort  to  reduce  per- 
sonnel and  administrative  costs. 

I  would  also  point  out,  that  we  were  not  as  fortunate  with  0MB. 
Our  request  was  reduced  somewhat. 

I  am  pleeised  with  the  President's  recently  announced  financing 
of  a  National  Performance  Review.  The  review  goals  of  making  the 
Federal  Government  both  less  expensive  and  more  efficient  and  of 
changing  the  culture  of  the  Federal  bureaucracy  is  what  we  at  the 
Commerce  IG's  Office  have  been  striving  for.  I  strongly  support 
this  effort  and  believe  we  can  play  a  major  role  in  identifying  pro- 
grams and  operations  where  improvements  can  be  made. 

In  this  regard,  we  have  over  the  past  several  years  changed  dra- 
matically, or  have  helped  change  dramatically,  in  our  opinion,  the 
way  business  is  done  at  the  Department  of  Commerce.  For  exam- 
ple, loan  guarantees  are  no  longer  honored  automatically.  We  actu- 
ally look  at  them  before  checks  are  sent  out,  and  basically  have 
found  a  considerable  number  of  loan  guarantees  that  did  not  have 
to  be  paid.  When  our  audits  disclosed  nonperformance  on  the  part 
of  a  lender,  we  often  recommend  that  the  guarantee  not  be  hon- 
ored. 

We  recently  assessed  ITA's  effort  to  help  U.S.  firms  meet  the 
export  challenges  of  the  1990s.  We  identified  other  units  within 
ITA  with  export  promotion  responsibilities  and  our  report  outlines 
redundancies  in  programs,  uncoordinated  activities  and  other  prob- 
lems that  needlessly  confuse  exporters.  Because  of  serious  cost, 
schedule  and  technical  problems  that  we  and  others  have  identified 
in  the  acquisition  of  major  systems  for  the  National  Weather  Serv- 
ice program,  NOAA  established  the  Systems  Program  Office,  and 
immediately  requested  about  twice  the  staffing  that  we  thought 
was  necessary. 

We  have  pushed  and  shoved  and  been  quite  loud,  along  with  the 
Department,  in  supporting  a  substantial  reduction,  and  staffing  for 
the  SPO  has  been  substantially  reduced. 

ANTIDUMPING  AND  COUNTERVEIUNG 

At  the  request  of  the  Chairman  of  the  Subcommittee  on  Oversight  and  Investiga- 
tions, House  Committee  on  Energy  and  Commerce,  we  assessed  selected  gispects  of 
the  Antidumping  and  CounterveUing  Duty  Program,  which  is  administered  by  the 
Import  Administration.  Our  work  disclosed  that  there  is  a  strong  incentive  for  com- 
panies that  receive  high  or  punitive  duties  to  continue  to  manufacture  their  product 
and  sell  to  the  U.S.  through  companies  that  have  no  duties  or  lower  rates.  In  this 
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case,  the  circumvention  resulted  in  a  loss  to  the  United  States  in  collectible  duties 
of  approximately  $12  million. 

We  have  suggested  substantial  changes  and  improvements  to 
exclusion  rate  policies  and  in  the  administration  of  the  Eintidumping 
program.  All  of  our  recommendations  have  been  accepted  by  ITA, 
and  all  have  been  implemented.  I  think  the  changes  should  make  a 
substantial  improvement  in  the  way  the  program  is  administered. 

CHIEF  FINANCIAL  OFFICER 

Finally,  and  I  think  my  most  important  point,  I  would  like  to 
make  several  comments  on  a  specific  program  increase.  While  we 
have  identified  31  funds  and  activities  requiring  audits  at  the 
Department,  we  have  not  received  any  direct  funding  for  this  con- 
gressional mandate  since  1990,  and  I  want  to  underscore  "any". 

We  have  120  auditors,  of  which  about  11  have  been  diverted  to  financial  state- 
ment audits  at  this  point  in  time.  I  don't  see  how  this  can  continue.  In  order  to 
minimally  comply,  we  have  directed  about  $650,000  of  our  budget  or  10  percent  of 
our  audit  staff,  but  this  is  not  nearly  enough.  More  redirection,  however,  would  be 
counterproductive.  So  as  a  result,  we  are  simply  not  in  compliance  with  the  require- 
ments of  the  CFO  law. 

In  fiscal  1992,  Department  managers  agreed  to  implement  OIG  audit  and  recom- 
mendations savings  of  about  $62  million.  We  have  the  normal  number  of  indict- 
ments, convictions,  et  cetera. 

I  brought  two  pieces  of  paper  that  have  not  been  part  of  my  testimony,  Mr.  Chair- 
man, and  I  think  they  illustrate  the  point,  if  I  may  take  the  liberty  of  giving  them 
to  you  and  Mr.  Rogers. 

[The  information  follows:] 

ANALYSIS  OF  $2  MILLION  FOR  FISCAL  YEAR  1994  CFO  ACT  AUDIT  WORK 

Agency  Direct  costs       Indirect  costs       Total  costs  million  Comments 

NOAA $750,000  $187,500   $937,500   $937,500 

pro 420,000  105,000    525,000    525,000 

Census 350,000  87,500    437,500    437,500 

NIST 315,000  78.750  393,750     93,750   '  300,000 

ITA 224,000  56,000    280,000 ( ^ ) 

DOC-WCF 168,000  42,000    210,000 (M 

ESA 140,000  35,000    175,000 ( ^ ) 

EDA 112,000  28,000    140,000 ( ^ ) 

NTIA 105,000  26,250    131.250 (  *  ) 

NTIS 98,000  24,500  122.500    22,500    »  100.000 

USTIA 70.000  17.500     87.500 ( ' ) 

Total 2,752,000    688,000   3,440,000   2,016,250 


'  Agency  fund. 

2§  Unable  to  fund. 

Notes.— A.  Assumes  all  work  is  contracted.  Contractor  costs  are  approximately  $70  per  hour.  OIG  costs  are  approximately  $40  per  hour. 

B.  Direct  costs  are  costs  mcurred  by  contractors.  Indirect  costs  are  incurred  by  GIG  for  task  order  devek)pment,  procurement,  COTR  and  general 
audit  support.  Indirect  costs  are  approximately  25%  of  direct  costs. 

C.  Above  schedule  is  based  on  all  FY  94  resources  ($2  million)  being  used  for  FY  93  financial  statements  audits  with  no  work  done  in  FY  94 
financial  statements  audits. 

D.  Based  on  survey  results  to  date,  full  scope  audits  could  be  performed  at  NTIS,  DOC-WCF,  EDA  and  NOAA  revolving  funds.  Limited  scope 
audits,  including  an  opinion  on  the  balance  sheets,  would  be  anticipated  at  all  other  agencies. 

I.  Negative  Effects  of  No  OIG  CFO  Act  Funding 

A.  FY  92  (requested  $1,425  MILUON;  RECEIVED  O) 

Planned  Audits  Actual  Work  Performed 

NTIS  FY  91  F/S  Audit  performed 

NIST  FY  91  F/S  Partial  audit  performed 
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EDA  FY  91  F/S  Audit  cancelled;  survey  performed 

pro  FY  91  F/S  Audit  cancelled 

B.  FY  93  (requested  $2,042  MILUON;  RECEIVED  O) 

Planned  Audits  Actual  Work  Performed 

NTIS  FY  92  F/S  Audit  performed 

NIST  FY  92  F/S  Audit  cancelled 

EDA  FY  92  F/S  Audit  cancelled;  survey  performed 

NOAA  FY  92  F/S  revolving  funds  Audit  cancelled;  survey  performed 

NOAA  FY  92  F/S  commercial  activities  Audit  cancelled;  survey  performed 

DCXD-WCF  FY  92  F/S  Audit  cancelled;  survey  performed 

C.  FY  94  (if  $2  MILLION  REQUEST  IS  APPROVED) 

Audits  Able  to  Perform  Audits  Unable  to  Perform 

NTIS  FY  93  F/S  Cumulative  funding  shortfall 

NIST  FY  93  F/S  means  we  still  will  be  unable  to 

NOAA  FY  93  F/S  perform  required  audits  of  FY  93 

Census  FY  93  F/S  F/S  of  ITA,  DOC-WCF,  EDA, 

PTO  FY  93  F/S  ESA,  NTIA  and  USTTA 

D.  GENERAL  NEGATIVE  EFFECTS 

CFO  Act  work  done  during  FY  92  and  FY  93  has  been  at  the  direct  expense  of 
programmatic  audit  activities. 

radical  Radical  reductions  in  planned  audit  work  have  inhibited  our  ability  to 
identify  and  correct  internal  control  problems  causing  DOC  financial  systems  to 
continue  to  be  categorized  as  "high  risk". 

II.  Negative  Effects  of  No  OFM  CFO  Act  Funding. 

A.  Planned  systems  modernization  has  been  delayed. 

B.  Needs  of  program  and  operating  managers  for  timely,  accurate  financial  infor- 
mation have  not  been  met. 

C.  Existing  systems  deficiencies  inhibit  the  quality  and  usefulness  of  performance 
information. 

FINANCIAL  MANAGEMENT 

The  issue,  gentlemen,  is  that  the  CFO  act  directed  a  number  of 
things.  The  law  said  we  have  to  have  audited  statements.  It  would 
be  nice  if  we  had  statements.  It  would  even  be  nice  if  we  had  ac- 
counting systems.  A  few  accountants  wouldn't  hurt  either.  We 
really  have  no  financial  management  systems  in  the  Department.  I 
don't  know  where  the  number  $41  million  for  system  development 
came  from.  That  is  not  a  number,  Mr,  Rogers,  that  has  been  dis- 
cussed with  me,  but  I  will  tell  you  that  there  are  many  approaches 
to  getting  the  financial  management  systems  corrected. 

The  Department  now  has  a  deputy  CFO  who  I  think  is  well 
qualified.  I  will  accept  the  number  for  preliminary  planning.  How- 
ever, I  think  it  is  very  high.  I  can't  comment  on  it  until  I  see  it  and 
have  discussions  with  the  Assistant  Secretary. 

IG  AUDITS 

At  this  point  we  have  only  done  audits  of  two  areas  and  both 
have  been  disturbing.  We  have  audited  the  National  Technical  In- 
formation Service.  However  in  a  budget  sense  it  was  zeroed  out,  it 
was  considered  to  be  a  break-even  operation.  A  couple  of  years  ago 
it  turned  out  to  have  a  $6  million  deficiency  and  was  in  a  bankrupt 
position.  Because  this  committee  funded  an  $8  million  appropria- 
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tion,  we  covered  the  deficiency  area.  Now  NTIS  is  back  in  business 
and  has  a  future. 

We  have  also  looked  at  NIST,  and  NIST  programs  are  ready  to 
explode  dollar-wise.  Some  of  the  estimates  we  have  seen  increase 
authorizations  up  to  a  billion  dollars  a  year.  We  have  substantial 
material  weaknesses  in  the  NIST  accounting  systems.  We  submit- 
ted to  NIST  and  to  the  Department  dozens  of  recommendations  for 
improvement.  I  could  give  you  many  examples. 

I  am  most  concerned  about  the  fact  that  NIST  is  not  recovering 
total  reimbursable  costs  because  they  have  not  properly  identified 
elements  of  costs.  An  example  is  severe  depreciation  extensions. 
They  depreciate  certain  assets  over  40  to  a  hundred  years.  I  don't 
know  anything  in  the  way  of  equipment  that  will  last  that  long,  or 
even  facilities.  For  the  purpose  of  recovering  from  other  govern- 
ment agencies,  NIST  seriously  understates  costs. 

It  is  a  big  concern  to  us.  They  do  not  reconcile  major  accounts. 
They  do  not  recover  the  cost  of  outside  operations.  When  you  look 
at  NIST,  and  say  60  percent  of  it  is  funded  and  billed  to  other  third 
parties  that  are  reimbursable.  You  can't  really  look  at  that  ac- 
counting and  be  comfortable  with  it. 

The  charts  in  front  of  you  illustrate  what  we  can  or  cannot  do  if 
we  get  the  $2  million  this  year  for  CFO  related  work.  The  more 
pertinent  chart  in  effect  shows  that  since  1990,  we  requested  in 
1992  $1.4  and  received  zero.  In  1993  we  requested  $2.0  and  received 
zero.  In  1994,  if  the  $2  million  is  approved,  we  can  basically  have 
reasonable  statements  on  NOAA,  EDA,  PTO  and  the  other  large 
agencies  we  have  dealt  with  in  the  past. 

FINANCIAL  MANAGEMENT  SYSTEMS 

I  don't  think  that  implementation  over  the  next  five  years  has  to 
be  as  expensive  as  was  previously  referred  to.  But  I  do  think  that  a 
start  is  necessary.  The  Department's  plans  envision  the  use  of  the 
Corps  of  Engineers  system.  The  Corps  of  Engineers  system  is  not 
yet  developed.  I  do  not  think  all  systems  have  to  be  implemented 
over  this  brief  period  of  time.  I  think  there  are  other  alternatives 
such  as  functional  implementation.  Agency-by-agency  payables,  re- 
ceivables, cash;  it  would  be  nice  if  we  reconciled  cash. 

There  are  real  financial  holes.  As  a  bare  minimum,  I  would  ur- 
gently request  that  this  committee  fund  financial  management 
leadership  in  the  Department.  Over  the  years  we  have  lost  most  of 
our  senior  financial  management  staff.  That  is  even  in  policy- 
making positions.  Also  it  has  to  give  this  IG's  Office  some  relief. 
We  cannot  pick  up  five,  seven,  $8  million  worth  of  financial  audit 
requirements  without  the  $2  million  request. 

I  strongly  urge  the  committee  to  deal  with  the  financial  manage- 
ment structures  in  whatever  way  that  you  want  to  control  it.  But 
we  must  get  accounting  systems. 

I  don't  think  that  we  need  to  do  ever3^hing  right  away,  but  I  do 
think  we  must  start.  I  will  be  glad  to  address  any  questions,  Mr. 
Chairman. 

[The  prepared  statement  of  Mr.  DeGeorge  follows:] 
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STATEMENT  BY 


FRANK  DEGE0R6E 

INSPECTOR  GENERAL 

D.  S.  DEPARTMENT  OF  COMMERCE 


BEFORE  THE 
HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON  COMMERCE, 
JUSTICE,  STATE,  THE  JXTDICIARY  AND  RELATED  AGENCIES 

APRIL  20,  1993 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased  to 
appear  before  you  today  in  support  of  the  fiscal  year  1994  budget 
request  for  the  Office  of  Inspector  General. 

Our  request  for  $18,381,000  reflects  an  increase  of  $2,576,000 
over  our  FY  1993  budget.   The  increase  includes  an  adjustment  of 
$576,000  for  our  current  programs  as  well  as  a  request  for 
$2,000,000  to  carry  out  the  audit  requirements  mandated  by  the 
Chief  Financial  Officers  Act  of  1990.    I  would  point  out  that 
the  budget  includes  a  reduction  of  $314,000  as  part  of  the 
President's  effort  to  reduce  personnel  and  administrative  costs. 

I  am  pleased  with  the  President's  recently  announced  formation  of 
a  national  performance  review.    The  review  goals  of  making  the 
federal  government  both  less  expensive  and  more  effective,  and  of 
changing  the  culture  of  the  Federal  bureaucracy  is  what  we,  at 
the  Commerce  OIG,  have  been  striving  for.   I  strongly  support 
this  effort  and  believe  we  can  play  a  major  role  in  identifying 
programs  and  operations  where  improvements  can  be  made  and 
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overseeing  the  implementation  of  corrective  actions  long  after 
the  six-month  review  is  completed. 

In  this  regard,  we  have  over  the  past  several  years  changed 
dramatically  the  way  business  is  done  at  the  Department  of 
Commerce.   For  example,  loan  guarantees  are  no  longer  honored 
automatically.   Over  the  years,  we  found,  too  often,  that  banks 
failed  to  execute  their  fiduciary  responsibilities  spelled  out  in 
guaranty  agreements.   Banks  have  not  routinely  monitored  the 
borrower's  use  of  loan  proceeds,  or  failed  to  notify  Commerce 
when  the  borrower's  financial  condition  declined.   When  our 
audits  disclose  non-performance  on  the  part  of  a  lender  we  often 
recommend  that  the  guarantee  not  be  honored.   Our  work  serves 
notice  to  the  banks  that  they  must  administer  their  guaranteed 
loans  as  prudently  as  if  they  were  backed  entirely  by  their  own 
money • 

We  recently  completed  a  prograun  assessment  of  the  International 
Trade  Administration's  (ITA)  efforts  to  help  U.S.  firms  meet  the 
export  challenges  of  the  1990 's.   In  addition  to  the  U.S.  and 
Foreign  Commercial  Service,  we  identified  other  units  within  ITA 
with  export  promotion  responsibilities.    Our  report  outlines 
redundancies  in  programs,  uncoordinated  initiatives,  and  other 
problems  that  needlessly  confuse  exporters.   Our  March  1993 
report  contains  recommendations  to  unify  and  streamline 
government -wide  export  promotion  activities. 
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Because  of  serious  cost,  schedule,  and  technical  problems  that  we 
and  others  identified  in  the  acquisition  of  major  systems  for  the 
National  Weather  Service  Modernization  Program,  the  National 
Oceanic  Atmospheric  Administration  established  a  Systems  Program 
Office.   However,  our  evaluation  of  the  proposed  staffing  for  the 
office  found  that  while  it  provided  important  programmatic  and 
contractual  leadership,  there  also  were  problems.   We  concluded 
that  (1)  the  proposed  SPO  staffing  far  exceeded  what  was  needed 
for  effective  acquisition  management,  (2)  the  SPO  relies 
excessively  on  contractor  support,  and  (3)  some  SPO  staffing 
functions  are  inappropriate,  unnecessary,  or  redundant.   We 
recommended  that  the  SPO  maintain  staffing  at  current  levels 
until  it  develops  credible  staffing  plans  and  that  it  limit  its 
use  of  support  services  contractors. 

At  the  request  of  the  Chairman,  Subcommittee  on  Oversight  and 
Investigations,  House  Committee  on  Energy  and  Commerce,  we 
assessed  selected  aspects  of  the  Antidumping  and  Countervailing 
Duty  (AD/CVD)  Program  administered  by  the  Import  Administration 
(lA) .   The  Chairman  asked  for  an  audit  of  certain  issues 
involving  synthetic-fiber  sweaters  shipped  to  the  U.S.  from 
Taiwan,  particularly  from  a  certain  firm.   The  AD/CVD  program  is 
designed  to  ensure  that  domestic  industries  are  not  injured  by 
unfair  foreign  competition  in  the  U.S.  market.   Unfair 
competition  can  result  from  foreign  companies  unfairly  pricing  or 
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dumping  their  exports  in  the  U.S.,  or  from  foreign  governments 
unfairly  sxibsidizing  their  exporting  industries. 

Our  work  disclosed  that  there  is  a  strong  incentive  for  companies 
that  receive  high  or  punitive  duties  to  continue  to  manufacture 
their  product  and  sell  to  the  U.S.  through  companies  that  have  no 
duties  or  lower  duties.    The  lower  or  no  duty  company  can  act  as 
a  primary  contractor  who  sub-contracts  out  all  work  needed  on  the 
given  product,  thus  allowing  the  companies  with  higher  duties  to 
circumvent  the  order.   This  was  the  case  at  the  Taiwan  firm  we 
reviewed. 

Also,  we  found  a  considerable  amount  of  information  indicating 
that  after  Commerce  excluded  the  Taiwanese  sweater  firm  from  the 
duty  order,  that  the  firm  actively  worked  to  circumvent  the  duty 
order.   The  company  acted  as  a  sales  conduit  for  other  Taiwanese 
sweater  manufacturers  that  were  seeking  to  avoid  the  duties  being 
assessed  against  their  products  under  lA's  dumping  order.   In 
this  case,  the  circumvention  resulted  in  a  loss  to  the  U.S.  in 
collectcible  duties  of  approximately  $12.4  million.    Our  February 
1993  report  contains  recommendations  directed  at  preventing  and 
detecting  futvire  circumvention  of  duty  orders  by  severely 
limiting  the  open-ended  waiver  or  exclusion  orders  and  the  Import 
Administration  has  agreed  to  implement  our  recommendations. 


555 


These  are  a  few  examples  of  our  recent  efforts  to  improve  the 
efficiency  and  effectiveness  of  programs  at  Commerce — the  mandate 
the  Congress  gave  all  Inspectors  General  under  the  Inspector 
General  Act  of  1978.    When  the  national  performance  review  is 
completed,  it  will  be  more  important  than  ever  for  the  offices  of 
inspector  general  to  see  that  the  review  goals  endure,  that  its 
objectives  are  accomplished,  and  its  recommendations  are 
implemented.    I  urge  your  continued  support  of  these  efforts  and 
the  budget  presented  here  today. 

Finally,  I  would  like  to  comment  on  our  specific  program  increase 
of  $2  million.   In  passing  the  Chief  Financial  Officers  Act  of 
1990,  Congress  directed  that  all  departments  immediately  move  to 
audit  statements  of  trust  funds,  revolving  funds,  and  commercial- 
type  operations.    In  this  cost  conscious  environment,  it  is  more 
important  than  ever  to  have  relevant  and  reliable  financial 
information.   If  current  and  useful  data  is  the  prime  ingredient 
for  proper  decisions,  then  improved  financial  management  in  the 
federal  government  is  the  key  to  long-term  success  in  controlling 
government  costs. 

While  we  have  identified  31  funds  and  activities  requiring  audit 
at  the  Department  of  Commerce,  we  have  not  received  any  direct 
funding  for  this  Congressional  mandate.   I  don't  see  how  this  can 
continue.   In  order  to  minimally  comply,  we  have  redirected  close 
to  $650,000  or  10%  of  our  audit  staff  for  this  effort,  but  this 
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is  not  nearly  enough.   More  redirection,  however,  would  be 
counterproductive.   It  would  seriously  impair  our  ability  to 
conduct  progrsun  evaluations,  inspections,  investigations,  and  the 
management  audits  that  we  believe  provide  significant  benefits  to 
the  Depeurtment.   To  illustrate  the  success  of  these  efforts,  in 
fiscal  yeau:  1992,  department  managers  agreed  to  implement  OIG 
audit  and  inspection  recommendations  that  will  result  in  $62.2 
million  in  savings.   During  the  same  period,  investigative  work 
resulted  in  48  indictments  and  convictions.   I  urgently  request 
your  support  of  our  increase. 

This  completes  my  statement,  Mr.  Chairman,  and  I  will  be  pleased 
to  address  any  questions. 
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CFO  ACT 


Mr.  Skaggs.  Thank  you  for  your  statement  and  your  observa- 
tions. I  suspect  your  statement  about  your  having  decided  to  be  in 
noncomphance  was  intended  to  (and  you  succeeded)  get  our  atten- 
tion with  respect  to  your  responsibilities  under  the  CFO  Act. 

Mr,  DeGeorge.  I  am  not  alone.  I  don't  mean  to  imply  that  this 
IG  is  the  only  one  that  is  not  doing  ever)rthing  that  is  required. 
The  Chairman  of  the  Appropriations  Committee  a  couple  of  years 
ago  sent  a  very  strong  signal  about  CFO  Funding.  Generally  he 
suggested  that  the  CFO  Act  was  not  to  be  funded.  Some  agencies 
were  funded  and  got  money  to  do  statements  and  financial  systems. 
Many  did  not.  The  funding  was  extremely  uneven. 

There  are  other  IGs  that  are  in  the  same  position,  and  there  are 
other  financial  management  structures  that  are  in  the  same  posi- 
tion as  the  Department  of  Commerce.  It  is  not  a  unique  situation. 

Mr.  Skaggs.  The  typed  sheet  that  you  passed  out,  is  this  the  sum 
and  substance  of  your  noncompliance,  if  you  will?  Or  are  there 
other  areas  that  we  should  be  aware  of  in  which  you  were  unable 
to  meet 

Mr.  DeGeorge.  No,  this  isn't  all.  The  plan  submitted  several 
years  ago  to  0MB  envisioned  a  five-year  approach  to  implementa- 
tion, and  it  basically  covered  trust  funds  and  other  operational  fa- 
cilities, and  reimbursable  accounts.  That  is  essentially  all  we  are 
doing.  We  are  not  doing  total  systems  or  total  operations.  We  have 
done  a  relatively  small  piece  of  a  relatively  large  agency. 

NIST,  the  first  time  through,  took  7  of  our  staff  for  about  a  year. 
Now,  statements  should  get  better  and  it  should  get  cheaper.  But  if 
you  multiply  that  effort  times  PTO,  Census,  EDA,  MBDA  and  the 
rest  of  the  agencies,  it  is  a  very  substantial  redirection  that  Con- 
gress passed. 

If  you  look  at  this  year,  we  have  basically  done  two  of  the  five 
systems  that  we  had  originally  planned.  For  the  rest  we  are  doing 
what  we  call  surveys,  which  is  our  attempt  to  look  in  and  say  how 
bad  are  the  accounting  systems  and  what  must  instantly  be 
changed?  Maybe  it  is  accounts  receivable  or  payables  in  one 
agency,  maybe  it  is  what  I  call  a  functional  set  of  operations, 
maybe  it  is  the  inventory  of  another.  We  will  have  at  least  a  handle 
on  the  systems  we  must  tell  them  to  fix  in  order  to  produce  state- 
ments over  the  next  couple  of  years.  Reconciliation  of  cash  is  a 
problem.  Treasury  statements  between  some  agencies  and  the 
Treasury  Department  don't  even  come  close. 

Mr.  Skaggs.  When  you  say  they  don't  even  come  close,  what 
orders  of  magnitude  are  you  talking  about? 

Mr.  DeGeorge.  Well,  the  two  examples  I  can  think  of  in  NTIS 
were  not  as  significant.  But  NIST  was  very  significant.  Millions  of 
dollars  for  an  agency  that  only  does  about  $30  million  worth  of 
business.  Millions  of  dollars  in  difference  between  the  reconcilia- 
tion at  year-end  with  Treasury. 

Mr.  Skaggs.  That  is  an  annual  number? 

Mr.  DeGeorge.  Yes.  Not  to  infer  that  the  money  has  disap- 
peared, merely  to  say  that  the  responsibilities  to  account  for  it  and 
to  reconcile  the  differences  puts  you  in  a  position  of  perhaps  defer- 
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ring  checks  and  deferring  payments,  so  costs  are  transferred  into 
the  next  fiscal  year.  This  is  not  the  way  it  is  supposed  to  work. 

At  NTIS  they  were  using  dues  and  subscriptions  accounts  as  op- 
erations funds  which  an  accountant  would  tell  you  should  only  be 
used  as  they  accrue.  They  were  using  all  cash  that  came  in  the 
front  door  in  order  to  stay  solvent.  That  is  what  resulted  in  the  $6 
million  antideficiency  issue. 

FIVE-YEAR  FINANCIAL  MANAGEMENT  PLAN 

Mr.  Skaggs.  How  should  we  interpret  your  testimony  and  com- 
ments in  the  context  of  Ms.  Gutierrez'  request  for  this  five-year 
effort  to  get  the  financial  management  system  in  place? 

Mr.  DeGeorge.  With  all  due  respect,  sir,  I  don't  think  they  are 
consistent.  She  was  asked  the  question  of  how  much  it  was  ulti- 
mately going  to  cost,  and  that  comes  up  with  a  series  of  criteria. 
While  my  staff  has  worked  with  her  staff,  I  have  not  heard  any 
numbers  that  approach  that  size.  I  think  as  Mr.  Rogers  pointed 
out,  accountants  today  desire  new  systems,  and  the  comprehensive 
designs  necessary  to  implement  these  systems  may  have  to  be  reth- 
ought. 

Most  of  the  money  should  be  spent  on  hardware.  The  problem  is 
the  government  doesn't  have  an  acceptable  accounting  system,  gen- 
erally speaking  within  the  Federal  government.  AMS  has  a  finan- 
cial system  which  they  have  sold  to  some  agencies.  American  Man- 
agement Science  I  think  is  the  name  of  the  company.  It  is  a  com- 
mercial firm  in  Virginia,  and  its  system  has  become  the  standard 
in  some  accounting  circles  within  the  government. 

The  Corps  of  Engineers  is  developing  a  system  that  is  essentially 
a  strong  accounting  system,  but  it  has  a  lot  of  program  manage- 
ment aspects  to  it,  because  of  the  large  construction  business  and 
the  large  programs  they  want  to  manage.  We  are  betting  on  a 
system  that  is  yet  to  be  tested.  I  am  not  sure  that  particular 
system  is  the  system  that  the  Department  will  ultimately  utilize.  I 
would  much  prefer  an  approach  that  deals  with  the  immediate 
problems  functionally.  That  is  a  debate  we  will  have  to  have  when 
I  see  the  DOC  system  modernization  plan. 

Mr.  Skaggs.  When  you  see  the  modernization  plan,  did  you  say? 

Mr.  DeGeorge.  I  personally  have  not  seen  the  plan.  I  know  my 
staff  has  had  discussions  with  the  Departmental  staff.  But  to  my 
knowledge,  my  staff  has  not  mentioned  numbers  in  that  range  to 
me,  so  I  really  cannot  comment. 

Mr.  Skaggs.  Well,  let  me  ask  for  you  to  inform  the  committee 
when  you  have  had  a  chance  to  review  the  plan  and  give  us  your 
thoughts  on  its  appropriateness  in  spending  levels  and  staffing. 

Mr.  DeGeorge.  I  will  do  that  as  close  to  possible  as  I  can  to  your 
markup  session,  sir. 

Mr.  Skaggs.  That  would  be  very  helpful. 

[Clerk's  NOTE. — Subsequent  discussions  with  the  Department  indi- 
cate that  it  will  be  sometime  before  they  can  review  the  updated 
Administrative  Management  Systems  Modernization  plans  and  pro- 
vide an  evaluation  of  spending  levels  and  staffing.  The  Commerce 
Department  will  provide  written  comments  to  the  Committee  as 
soon  as  possible.] 
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NATIONAL  PERFORMANCE  REVIEW 


Mr.  Skaggs.  Your  statement  mentioned  the  President's  forma- 
tion of  this  national  performance  review  undertaking.  How  do  you 
see  your  role  in  that?  What  difference  will  it  make  in  what  you  are 
able  to  accomplish? 

Mr.  DeGeorge.  Well,  the  first  question  is  the  roles,  sir.  When  the 
Vice  President  announced  the  initiative,  he  indicated  that  they 
were  going  to  have  the  involvement  of  what  they  call  auditors  as 
well  as  others.  That  has  basically  been  defined  to  include  Inspector 
General  staffing.  Since  we  already  do  a  lot  of  work  in  these  areas 
(evaluative  work,  review  work,  audits),  they  are  taking  what  I  con- 
sider to  be  the  proper  steps  to  involve  the  Inspectors  General. 

The  Vice  President  met  with  all  the  Inspectors  General  to  dis- 
cuss the  process,  and  encouraged  us  all  to  work  together  and  be 
active  participants  in  the  process. 

The  Department  has  met  with  the  Vice  President  £is  well.  I  have 
been  requested  and  have  detailed  one  of  my  staff  to  work  with  the 
Vice  President's  staff  in  direct  support  of  the  effort.  The  Depart- 
ment under  the  chief  of  staffs  auspices  is  working  to  develop  an  in- 
house  process  which  will  review  Commerce  processes  and  make  rec- 
ommendations to  the  Vice  President. 

I  have  been  asked  to  sit  on  the  steering  committee  that  will 
review  the  process  of  determining  what  and  how  we  would  make 
recommendations.  Inclusion  of  the  Inspector  General  will  have  a 
very  positive  effect.  The  Department  has  a  monumental  job  to  do 
in  six  months.  It  will  depend  on  how  deep  you  get  into  the  process 
and  how  much  program  decisions  process  decisions. 

What  I  am  trying  to  say  is,  if  you  decide  that  you  are  going  to  go 
in  one  direction  or  another  programmatically,  you  will  usually 
want  to  reorganize  to  do  so.  Reorganization  has  a  great  deal  to  do 
with,  as  far  as  I  am  concerned,  ultimately  what  the  cost  of  oper- 
ations will  be. 

There  are  many  areas  that  have  to  be  looked  at.  Staffing.  I  think 
the  Government  has  to  find  a  better  way  to  desd  with  personnel- 
hiring,  firing,  the  inflexibility  of  civil  service.  I  also  think  the  Gov- 
ernment has  to  find  better  ways  to  deal  with  space.  My  personal 
view  is  GSA  does  not  do  a  good  job  of  working  with  agencies  in 
that  area.  The  Government  also  has  to  find  a  better  way  to  deal 
with  procurement,  grant  administration,  et  cetera.  There  are  many 
other  administrative  processes  that  tie  into  the  accounting  process 
that  also  need  correction. 

The  Department  was  quite  active  in  its  contract  reviews  a  while 
back,  and  both  the  IG  and  the  Department  worked  together.  We 
found  that  there  are  substantial  problems  in  program  and  adminis- 
trative procurements.  I  have  yelled  loudly  and  often  about  how 
poor  a  job  I  think  we  do  in  systems  management. 

The  Weather  Service  modernization,  the  Patent  and  Trademark 
Systems  modernizations,  these  are  all  very  expensive.  When  the 
agency  takes  the  wrong  turn,  makes  the  wrong  decision,  fails  to 
review  systems  requirements,  it  cost  hundreds  of  millions  of  dol- 
lars. Our  satellite  program  is  a  perfect  example. 
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Leadership  is  important,  trust  is  important,  knowledge  is  extra- 
ordinarily important.  We  must  find  a  way  to  get  better  information 
as  we  make  program  decisions. 

Our  office  is  active  in  the  sense  of  looking  at  programs.  I  person- 
ally think  it  is  important  to  do  strong  evaluative  work.  Look  at  the 
trade  promotion  evaluation  work  that  we  have  done  recently.  Look 
at  the  cable  review  process  that  we  did  recently.  Look  at  the 
Weather  Service  modernization  work  we  have  done.  We  have  many 
suggestions  as  to  how  to  make  Government  run  better. 

It  does  no  good  at  all  in  my  judgment  to  look  at  a  program  five 
years  after  it  has  happened  and  say  you  blew  the  technical  deci- 
sions. If  you  can't  get  at  the  processes  during  the  requirements 
phase,  you  lose.  If  we  are  going  to  go  through  the  changes,  the 
program  explosions  in  NIST — hundreds  of  millions  of  dollars  in 
increases — if  we  are  going  to  finance  the  NTIA  increases  in  tele- 
communications, we  better  be  watching  where  the  program  and 
processes  are  going. 

There  are  three  elements  I  really  want  to  have  the  committee 
think  about.  Administration  management,  if  it  is  the  FARB  and 
what  was  discussed  previously  with  committee  staff,  is  not  nearly 
as  important  as  deciding  what  you  are  going  to  look  at.  We  should 
be  looking  at  individual  grants  as  much  as  the  effectiveness  of  the 
program. 

Does  the  program  work?  In  effect,  do  we  have  systems  require- 
ments? Can  we  assess  how  the  work  is  done?  We  must  get  agencies 
to  do  the  management  job.  We  must  push  Department  administra- 
tors to  survey  and  oversee  the  work. 

All  too  often  it  is  only  when  we  run  out  of  money  that  we  evalu- 
ate the  program.  We  don't  tend  to  look  at  the  process.  I  think  that 
is  what  this  President  and  Vice  President  are  trjdng  to  do.  And  I 
sure  think  that  the  IG  should  be  there  trying  to  point  them  in  the 
right  direction. 

ACCESS  TO  THE  SECRETARY 

Mr.  Skaggs.  Do  you  have  the  access  you  need,  based  on  at  least 
your  earlier  experience,  to  your  Secretary? 

Mr.  DeGeorge.  I  have  met  with  Mr.  Brown  and  the  Deputy  Sec- 
retary Designee  and  continue  to  do  so.  I  have  met  with  the  previ- 
ous secretaries  and  Deputy  Secretaries  whenever  I  feel  it  is  neces- 
sary. Specifically,  in  the  past,  I  met  with  the  Secretary  once  a 
month  or  so,  to  tell  him  or  her  what  I  though  was  important  for 
them  to  know.  I  met  with  the  Deputy  Secretary  once  a  week.  That 
started  with  Deputy  Secretary  Bud  Brown  and  has  continued  to 
this  date.  I  tell  them  what  I  think  they  must  know  and  the  prob- 
lems they  must  deal  with. 

Up  to  now,  I  have  regularly  met  with  the  Chief  Financial  Offi- 
cer/Assistant Secretary  for  Administration  in  the  \ast  couple  ad- 
ministrations. I  hope  that  will  continue.  I  encourage  the  Deputy 
Secretary  to  concentrate  on  the  role  of  the  general  manager  of  the 
Department.  That  is  the  prime  role  of  the  Deputy  Secretary  as  I 
see  it.  All  too  often  the  Deputy  Secretary  assists  the  Secretary  and 
doesn't  spend  enough  time  acting  as  a  general  manager.  You  must 
have  someone  overseeing  agencies. 
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DOCUMENTS  ON  CFO 

Mr.  Skaggs.  By  the  way,  the  documents  that  you  distributed  to 
us,  without  objection,  will  be  made  a  part  of  the  record  at  the  ap- 
propriate point  when  we  were  discussing  them. 

ITA  ACTivrnES 

Mr.  Skaggs.  You  mentioned  in  your  statement  your  assessment 
of  the  ITA  program,  and  you  concluded  that  activities  of  ITA 
should  be  carried  out  under  USFCS. 

Mr.  DeGeorge.  Trade  promotion  I  think  should  be  the  responsi- 
bility of  USFCS. 

Mr.  Skaggs.  Are  there  savings  that  accrue  there? 

Mr.  DeGeorge.  I  would  think  so. 

Mr.  Skaggs.  Any  idea  how  much? 

Mr.  DeGeorge.  No,  we  haven't  added  up  the  staff.  We  have 
pressed  ITA  hard  to  agree  but  they  have  not  to  date.  Staffing  re- 
dundancies could  number  in  the  dozens,  but  I  don't  think  it  is  fair 
to  make  that  judgment  until  they  have  either  decided  that  this  Sec- 
retary does  or  does  not  want  to  change  the  premise.  If  the  Secre- 
tary does  not  agree  redundant  as  they  are  the  way  they  are,  then 
there  would  be  no  savings. 

Mr.  Skaggs.  Let  me  recognize  Mr.  Rogers. 

REQUEST  TO  OMB 

Mr.  Rogers.  What  was  your  request  to  OMB? 

Mr.  DeGeorge.  About  $4  million  more. 

Mr.  Rogers.  What  particularly  did  OMB  refuse  to  fund? 

Mr.  DeGeorge.  It  is  somewhat  unclear  to  me  as  to  where  the  re- 
duction was  directed.  I  would  presume  the  reduction  was  to  be 
made  in  the  audit  statements  area.  Remember,  we  initially  pro- 
posed our  budget  to  President  Bush  and  it  has  been  revised  by  this 
administration.  Essentially  the  $4  million  requested  I  thought 
would  bring  us  back  up  to  plan  on  accounting  statement  audits.  I 
am  not  positive  where  it  was  cut.  But  I  will  give  OMB  credit. 

Mr.  Rogers.  Well,  what  impact  will  that  cut  have  on  your  office? 

Mr.  DeGeorge.  If  you  look  at  the  schedule  that  I  handed  you,  sir, 
the  long  handwritten  schedule,  it  says  that  we  are  still  unable  to 
do  the  statement  audits  within  the  time  frames  that  we  planned 
for  ITA,  ESA,  EDA,  NTIA,  USTTA  and  the  Department's  Working 
Capital  Fund. 

I  think  our  present  approach  is  probably  a  responsible  way  to 
handle  the  work.  Our  plans  suggest  that  we  will  complete  the  big 
agencies  over  the  next  year,  through  1994.  This  will  leave  some  of 
the  smaller  agencies,  including  the  departments'  working  capital 
fund  and  other  areas  uncompleted.  The  "comments"  column  all  the 
way  to  the  right  are  the  programs  we  would  be  unable  to  complete, 
unable  to  fund  the  work. 

administrative  and  personnel  savings 

Mr.  Rogers.  Now,  your  request  shows  a  decregise  of  $314,000  to 
meet  the  President's  order  for  administrative  cuts. 
Mr.  DeGeorge.  That  is  our  share. 
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Mr.  Rogers.  Where  will  you  realize  those  cuts? 

Mr.  DeGeorge.  Sir? 

Mr.  Rogers.  Where  will  you  realize  those  cuts? 

Mr.  DeGeorge.  Mostly  other  audit  responsibilities.  Management 
audits,  inspections,  investigations,  generally  across-the-board.  It  is 
equivalent  to  maybe  three,  four,  or  five  people. 

1994  BUDGET  REQUEST 

Mr.  Rogers.  Now,  this  extra  $2  million  that  you  are  requesting, 
to  implement  the  CFO  Act,  will  that  money  be  used  to  hire  outside 
contractors  to  do  those  audits? 

Mr.  DeGeorge.  Unfortunately,  yes.  To  implement  the  Act,  I  will 
be  glad  to  get  the  money  anjrway  I  can.  I  will  be  glad  to  pay  outside 
public  accountants  $70  or  $80  per  hour.  Our  staff  could  do  the  work 
for  $30  to  $40  per  hour  if  we  had  more  full-time  employees.  This  is 
one  of  those  cases  where  in  effect  it  would  be  more  effective  to  give 
us  direct  staffing.  I  would  be  glad  to  accept  the  staffing  (FTE)  in 
lieu  of  using  contractors  and  let  me  spend  it  at  the  lower  rate  and 
the  request  could  be  reduced. 

But  the  President  is  planning  staffing  reductions  over  the  next 
several  years — the  hundred  thousand  staffing  reductions  that  the 
President  has  discussed  over  the  next  three  or  four  years.  There  is 
a  strong  emphasis  from  0MB  on  downsizing,  to  not  to  add  addition- 
al staffing.  But  it  is  clear  to  me,  as  the  note  says  on  the  bottom  of 
this  sheet,  that  I  think  our  estimates  are  that  it  is  $70  an  hour  for 
contractors  against  $40  an  hour  for  on-staff  with  all  the  overhead. 

Mr.  Rogers.  Well,  if  you  were  able  to  do  those  audits  inhouse 

Mr.  DeGeorge.  You  could  save  roughly  half  the  money. 

Mr.  Rogers.  So  you  could  do  $4  million  worth  for  $2  million? 

Mr.  DeGeorge.  If  we  had  the  staff,  we  could  come  a  lot  closer, 
yes,  sir. 

Mr.  Rogers.  So  that  would  be  a  way  to  make  up  for  OMB's  refus- 
al to  fund  the  extra  $2  million? 

Mr.  DeGeorge.  Yes,  sir,  if  we  could  get  staffing  as  FTEs  through 
the  process,  and  I  presume  the  committee  has  the  power  to  write 
that  into  the  appropriation. 

NATIONAL  PERFORMANCE  REVIEW 

Mr.  Rogers.  Did  I  hear  you  say  that  the  Gore  commission — what 
is  it  called? 

Mr.  DeGeorge.  Well,  it  is  the  President's  initiative,  the  National 
Performance  Review.  That  is  the  terminolo^  they  use. 

Mr.  Rogers.  Is  that  the  President's  initiative  to 

Mr.  DeGeorge.  It  has  also  been  called  Reinvent  Government, 
yes.  The  effort  is  to,  in  effect,  look  at  all  processes,  all  programs 
and  evaluate  their  need,  their  placement  as  to  whether  they  should 
continue  to  be  Federal  Government  or  might  more  properly  be 
State  programs.  The  review  as  I  understand  it,  is  to  look  at  every- 
thing we  do  and  to  try  to  assess  whether  we  can  stop  doing  some 
things  or  how  we  can  be  more  efficient  in  what  we  do.  It  is  all  in- 
tended to  empower  employees;  to  have  more  responsibility  delegat- 
ed to  the  staffs. 
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It  is  really  built  on  the  thesis  of  all  industry,  all  large  non-Gov- 
ernment entities  have  looked  at  themselves  and  determined  that 
they  have  a  lot  of  people  in  middle  management.  Any  agency  has  a 
lot  of  ways  that  we  can  look  at  the  way  we  do  business,  particular- 
ly with  an  emphasis  on  how  we  support  our  clients.  In  Government 
I  think  it  is  difficult  to  identify  the  clients,  maybe  it  is  all  of  us. 

But  the  thrust  is  to  look  at  what  we  are  doing  and  decide  how  it 
can  be  done  more  effectively. 

Mr.  Rogers.  Did  I  hear  you  say  you  are  on  the  executive  commit- 
tee, so  to  speak? 

Mr.  DeGeorge.  The  Department  has  set  up  a  steering  committee 
on  which  I  have  been  asked  to  participate.  In  addition  all  Inspec- 
tors General  and  Departments  have  sent  what  we  call  our  evalua- 
tive audit  reports  to  the  Vice  President's  steering  committee  for 
their  review. 

FINANCIAL  ACCOUNTING  SYSTEM 

Mr.  Rogers.  Well,  doesn't  it — I  think  you  have  been  saying  this, 
but  am  I  gathering  from  your  testimony  that  you  think  it  makes 
eminent  sense  that  there  be  a  Government-wide  financial  account- 
ing system? 

Mr.  DeGeorge.  No,  I  am  not  saying  that,  sir, 

Mr.  Rogers.  Okay. 

Mr.  DeGeorge.  What  I  am  saying  is  that  we  need  individual  ac- 
counting systems.  I  don't  think  there  has  to  be  a  Government-wide 
accounting  system;  I  don't  even  think  there  has  to  be  a  Commerce- 
wide  accounting  system.  More  basically,  I  think  there  have  to  be 
accounting  systems  that  work.  They  don't  now. 

I  don't  think  there  is  much  of  a  need  for  the  Department  to 
impose  a  single  system.  I  think  there  has  to  be  some  kind  of  a  con- 
version system  to  get  that  data  to  a  common  base  to  the  managers 
at  the  senior  level.  I  would  be  more  than  happy  to  settle  for  this  in 
the  interim.  Completed  accounting  systems  you  come  up  with  at 
the  Commerce  Department  is  going  to  take  a  decade  even  working 
with  individual  existing  accounting  systems. 

What  we  are  trying  to  do  in  our  surveys  is  look  at  the  systems 
function  by  function.  Our  operating  premise  should  be  let's  put  our 
hands  on  what  immediately  has  to  be  fixed,  let's  move  to  function- 
al responsibilities  of  systems.  One  by  one  we  can  tie  the  systems 
together  at  a  later  date  since  that  is  going  to  change  many  times. 

What  I  have  also  said  is  I  think  it  may  be  terribly  premature  to 
select  a  system,  any  system,  today.  There  are  other  alternatives, 
and  I  think  we  ought  to  look  at  all  of  those  as  we  proceed. 

What  I  am  not  sa5dng,  Mr.  Rogers,  is  that  the  Department  does 
not  need  to  m£ike  substantial  investments  in  those  areas  in  the  way 
of  people,  leadership,  and  the  evaluation  of  accounting  systems  to 
determine  where  we  should  go.  I  think  if  this  committee  says  not 
to  do  anything,  that  it  would  be  a  mistake. 

If  the  committee  concludes  that  we  should  fund  enough  to  be 
sure  that  three  to  five  years  down  the  road  we  should  have  impor- 
tant working  systems,  I  would  strongly  endorse  that  approach.  We 
also  need  the  staffing  it  teikes  to  lead  that  exercise. 
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Mr.  Rogers.  Well,  shouldn't  all  departments  be  getting  this  kind 
of  directive  from  the  Office  of  Management  and  Budget? 

Mr.  DeGeorge.  They  are.  There  is  a  very  strong  Financial  leader- 
ship at  OMB  that  started  with  Mr.  Hoalsell  who  was  the  Deputy 
for  Management.  The  designated  deputy  for  management,  Phil 
Lader,  feels  just  as  strongly  and  I  have  had  a  personal  discussion 
with  him  about  the  need  for  accounting  systems.  They  have  several 
senior  staff  people  in  OMB  leading  this  effort. 

OMB  is  pushing  hard,  I  think  in  many  cases  to  meet  the  objec- 
tives of  the  CFO  Act.  They  have  a  strong  presence  in  the  sense  of 
leadership  in  OMB,  the  careerists  who  have  remained.  But  mandat- 
ing it,  per  se,  is  not  going  to  get  it  done. 

We  don't  have  throughout  Government  the  Financial  capabili- 
ties, and  the  leadership  at  the  agency  and  Department  level. 

Mr.  Rogers.  Well,  we  look  forward  to  your  evaluation  of  the  re- 
quest for  the  new  system. 

Mr.  DeGeorge.  Yes,  sir.  I  will  do  that  immediately. 

[The  information  follows:] 

[Clerk's  note.— Subsequent  discussions  with  the  Department  indi- 
cate that  it  will  be  some  time  before  they  can  review  the  updated 
Administrative  Management  Systems  Modernization  plans  and  pro- 
vide an  evaluation  of  spending  levels  and  staffing.  The  Department 
of  Commerce  will  provide  written  comments  to  the  committee  as 
soon  as  possible.] 

expansion  of  existing  programs 

Mr.  Rogers.  Now,  as  you  know,  the  President's  budget  includes 
significant  expansions  for  some  existing  programs,  EDA,  NIST,  for 
the  Advanced  Technology  Program,  as  well  as  the  new  Information 
Infrastructure  Program.  Do  you  believe  the  existing  programs  will 
be  able  to  handle  the  dramatic  infusion  of  new  funds  being  request- 
ed? 

Mr.  DeGeorge.  Yes,  I  do,  with  a  caveat.  I  think  that  it  would  be 
a  mistake  to  fund  the  EDA  programs  with  the  $130  million  or  so 
that  has  come  from  Defense  without  confirming  the  types  of 
awards.  I  think  that  it  can  be  handled,  that  the  agency  has  moved 
materially  ahead  over  the  last  three  or  four  years  and  has  the  ca- 
pability to  administer  those  programs.  However,  there  are  some 
problems. 

We  have  been  doing  some  evaluative  work  £is  to  the  nature  of  de- 
cisions for  funding  on  defense  relocation.  The  Congress'  desire  is  to 
support  base  closings,  and  I  think  the  process  ought  to  be  kept  on 
track  to  effectively  deal  with  actual  base  closings.  The  new  EDA 
funding,  however,  should  not  just  be  an  add-on  to  EDA's  normal 
public  works  programs. 

I  think  basically  what  the  process  calls  for  is  an  evaluation  of 
what  we  have  learned  in  the  last  year  or  two  as  to  how  the  money 
can  be  effectively  spent  for  base  closings.  What  works  and  what 
doesn't.  The  additional  funding  should  not  be  used  as  a  mere  sup- 
plementation of  EDA's  funds. 

As  far  as  the  other  programs,  the  Advanced  Technology  Program 
and  NIST,  is  quite  large.  I  would  suggest  that  we  are  getting  into 
new  areas.  As  an  example,  our  suggested  authorization  would  in 
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effect,  make  venture  capitalists  of  the  Government.  We  are  going 
to  be  program  sponsors,  we  are  going  to  be  partners.  We  are  in 
areas  that  the  Government  has  never  been  before.  If  we  do  not  pro- 
vide the  administrative  mechanisms,  and  the  evaluative  mecha- 
nisms to  confirm  what  works,  or  isn't  done  well,  then  I  think  we 
may  stumble.  We  may  well  wind  up  with  a  lot  of  money  going  to  a 
lot  of  Government  contractors  and  a  lot  of  educational  institutions 
without  the  appropriate  accountability  that  goes  with  accepting  the 
Federal  dollar. 

I  am  very  concerned  that  we  have  the  mechanisms  in  place  to 
deal  with  the  controls  of  those  processes. 

Mr.  Rogers.  What  would  it  take? 

Mr.  DeGeorge.  What  would  it  take?  Well,  you  are  going  to  po- 
tentially authorize  up  to  a  billion  dollars.  It  depends  on  how  NIST 
designs  the  programs.  Capable  program  smd  audit  staff  need  to 
watch  the  implementation  of  the  programs.  It  will  involve  a  review 
of  the  processes.  It  will  require,  I  hate  to  say  this,  more  staff  for 
the  IG  to  watch  the  store.  It  will  take  more  policy  and  manage- 
ment staff  people  in  the  Department,  properly  so. 

One  program  would  suggest  that  the  Government  be  a  venture 
capitalist.  I  would  like  to  be  certain  that  the  Government  partici- 
pates wisely  in  these  tj^es  of  investments  and  any  return  that  flow 
from  it. 

So  we  need  people  in  NIST  that  really  are  looking  at  the  process- 
es and  the  contracts.  You  need  reports,  you  need  evaluations,  you 
need  accountability,  all  the  processes  that  you  are  running  as  if  it 
were  your  own  private  program.  I  think  it  is  a  mistake  to  put  large 
sums  of  money  into  these  programs  without  evaluative  and  man- 
agement oversight  tools. 

You  must  do  it  at  NIST,  in  the  Department,  in  the  IG's  Office  as 
well.  The  Department  has  proposed  $60  or  $70  million  in  NTIA 
programs;  we  have  hundreds  and  hundreds  of  millions  being  pro- 
posed to  add  to  NIST  programs.  We  have  over  $100  additional  mil- 
lion in  EDA  with  the  Defense  add-ons,  and  I  must  remind  you,  gen- 
tlemen, that  in  effect  EDA  has  been  resurrected  too  in  this  budget 
process.  It  now  is  back  in  existence  full  speed,  and  it  will  be  spend- 
ing its  normal  $200  million,  plus  another  $100  million  from  De- 
fense, and  I  don't  know  how  well. 

Mr.  Rogers.  Thank  you  very  much. 

ig/gao  relationship 

Mr.  Skaggs.  Just  a  couple  of  more  questions.  You  alluded  to  your 
watchdog  responsibility  within  the  Department,  and  we  think  of 
GAO  as  our  watchdog  operation.  I  wonder  how  the  watchdogs  get 
along  with  each  other? 

Mr.  DeGeorge.  Well,  it  depends  on  who  yells  at  who. 

Mr.  Skaggs.  From  your  point  of  view. 

Mr.  DeGeorge.  From  my  point  of  view,  it  works  well.  I  know 
most  of  the  GAO  section  leaders  that  deal  with  our  programs.  We 
try  not  to  work  in  the  same  areas  at  the  same  time.  We  don't 
always  succeed.  We  generally  check  our  plans  in  advance  if  we  are 
going  into  new  initiatives. 
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I  have  nothing  but  praise  for  GAO.  I  think  they  ought  to  do  more 
and  more  program  evaluation  work. 

We  work  for  you,  gentlemen,  as  I  have  tried  to  portray.  We  have 
two  bosses,  Congress,  including  this  committee  and  all  the  other 
committees — Appropriations,  Authorization  and  Oversight  as  well 
as  the  Department, 

The  authorization  language  specifies  that  we  work  for  you  as 
well  as  for  the  Secretary.  GAO,  only  works  for  you,  so  they  don't 
have  to  also  support  the  Secretary,  but  I  think  it  works  very  well.  I 
have  encouraged  GAO  to  spend  more,  not  less,  time  looking  at  pro- 
gram evaluations. 

HOTLINE  NUMBER 

Mr.  Skaggs.  And  I  don't  know  whether  you  have  one  of  the  infa- 
mous 800  numbers  with  which  to  receive  suggestions,  and  my  ques- 
tion really  isn't  about  that 

Mr.  DeGeorge.  Yes,  sir,  we  do. 

Mr.  Skaggs.  I  would  be  curious  about  some  success  stories,  and 
you  may  want  to  submit  this  for  the  record,  of  suggestions  for  get- 
ting at  ways  to  improve  management  efficiency  that  have  come  to 
the  IG's  attention  through  that  process.  I  think  we  have  a  kind  of 
mystical  feeling  about  it,  and  I  would  like  to  have  that  made  con- 
crete, pro  or  con. 

Mr.  DeGeorge.  Surely. 

[The  information  follows:] 

In  the  first  two  weeks  after  our  800  number  was  published,  we  received  approxi- 
mately 796  calls.  Of  these  calls,  (1)  170  calls  were  categorized  as  "Programs"  such  as 
calls  relating  to  the  North  American  Free  Trade  Agreement,  eliminating  the  "800" 
hotline  numbers,  elimination  of  other  federal  agencies,  etc.;  (2)  125  calls  were  cate- 
gorized as  "Functions"  such  as  calls  relating  to  military  base  closings,  reforming 
medical  care,  military  spending,  streamlining  Department  of  Commerce,  etc.;  (3)  71 
calls  were  cat^orized  as  "Outside  Executive  Branch  Purview"  such  eis  calls  relating 
to  cuts  to  federal  spending,  cuts  to  Congressional  salaries  and  perks,  cuts  to  federal 
salaries  and  perks,  cuts  to  security  for  former  presidents,  etc.;  (4)  225  calls  were  cat- 
^orized  as  "General  Recommendations"  such  as  cut  foreign  aid,  do  not  raise  taxes, 
subsidize  U.S.  industries,  increase  "sin"  taxes,  opposed  to  "sin"  taxes,  opposed  to 
open  immigration  laws,  etc.;  and  (5)  the  remaining  calls  of  205  were  directed  to 
other  Federal  agencies. 

We  are  still  assessing  the  contents  of  the  calls  for  proper  disposi- 
tion. 

OIG  HOTLINE 

Mr.  DeGeorge.  There  was  originally  a  1000  percent  increase.  In 
the  past,  hotline  calls  have  been  an  important  source  of  our  work. 
Yes,  I  will  be  glad  to  send  it  up  to  you. 

Mr.  Skaggs.  It  is  not  window  dressing? 

Mr.  DeGeorge.  It  does  work,  and  I  think  all  IGs  would  tell  you 
the  same.  We  do  get  our  share  of  cranks.  After  our  hotline  number 
was  published,  we  did  get  all  kinds  of  interesting  comments,  pro 
and  con.  But  I  think  the  work  of  the  hotline  is  essential. 

UNPLANNED  TIME-CRITICAL  ISSUES 

Mr.  Skaggs.  Last  year,  you  testified  about  the  difficulty  that  you 
were  facing  in  dealing  with  opportunistic  situations,  unplanned, 
time-critical  issues.  Does  that  continue  to  be  a  concern?  How  do 
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you  keep  something  in  reserve  to  deal  with  the  things  that  you 
can't  really  plan  for  specifically? 

Mr.  DeGeorge.  Not  very  well,  given  total  responsibilities.  Mr. 
Dingell  has  discovered  our  staff  and  he  doesn't  do  anjrthing  half- 
way, as  you  know.  We  have  requests  from  the  House  Operations 
Committee,  the  Senate  Governmental  Affairs  Committee,  the  Ap- 
propriation Committee  and  the  Authorization  Committee. 

I  spend  a  lot  of  time  talking  to  the  staff  here  and  the  staff  in  the 
Senate.  We  plan  probably  75  to  85  percent  of  our  work,  and  we 
probably  wind  up  doing — I  know  my  staff  is  going  to  hate  me  for 
saying  this,  50  or  60  percent  of  what  we  plan  to  do,  because  things 
change.  It  is  difficult  to  predict. 

Mr.  Skaggs.  It  sounds  like  the  ratio  in  my  office. 

Mr.  DeGeorge.  Things  happen.  You  know,  you  can't  run  away 
from  other  specific  problems.  Can  I  give  you  one  example? 

Mr.  Skaggs.  Please. 

Mr.  DeGeorge.  I  did  not  think  we  would  still  be  dealing  with  the 
NOAA  building  in  Boulder  at  this  point  in  time. 

Mr.  Skaggs.  Neither  did  I. 

Mr.  DeGeorge.  We  have  worked  very  closely,  as  you  know,  with 
your  staff  and  with  the  staff  in  Commerce  and  the  staff  in  NOAA 
and  the  staff  in  Denver  because  I  felt  from  the  very  beginning  that 
it  was  an  essential  and  smart  thing  to  do.  It  is  still  not  accom- 
plished. Some  things  never  die.  I  hope  this  one  lives. 

I  don't  know  where  the  latest  environmental  hearings  go.  But  we 
constantly  talk  to  the  staff  and  they  try  to  help  us  out.  Some 
things  just  don't  go  away.  So  the  agenda  expands. 

I  have  heard  a  couple  of  IGs  say  recently,  and  I  would  have  to 
agree  with  them,  that  this  is  a  fun  job  if  you  don't  let  it  get  to  you. 

Mr.  Skaggs.  K  what? 

Mr.  DeGeorge.  If  you  don't  let  it  get  to  you.  Where  else  can  you 
be  independent,  truly  independent,  look  at  what  you  think  is  im- 
portant to  look  at,  and  then  turn  out  to  be  right  so  often?  Wrong 
most  of  the  time  by  some  of  our  critics.  But  it  is  a  well  thought-out 
thesis  and  it  works  well,  sir. 

Mr.  Skaggs.  I  think  that  statement  is  probably  an  appropriate 
benediction  to  your  appearance. 

Mr.  DeGeorge.  Thank  you  very  much. 

Mr.  Skaggs.  We  thank  you  very  much  for  your  work  and  your 
staffs.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  SKAGGS 

OFFICE  OF  THE  INSPECTOR  GENERAL 

National  Performance  Review 


QUESTION: 

You  also  mention  the  possibility  of  overseeing  the 
implementation  of  corrective  actions  identified  by  the 
national  performance  review.  Are  you  requesting  additional 
resources  to  carry  out  this  activity,  or  will  you  be  able 
to  accomplish  this  mission  within  your  base  funding? 

ANSWER: 

No,  we  are  not  requesting  additional  resources  for  this 
because  we  do  not  know  what  may  come  out  of  the  national 
performance  review. 


Weather  Service  Modernization 


QUESTION: 

This  Subcommittee  is  well  aware  of  many  ongoing  concerns 
with  the  National  Weather  Service's  management  of  the 
weather  modernization  program,  and  you  have  highlighted 
your  concerns  in  previous  years,  as  you  have  again  in  your 
testimony  today.  Other  than  the  Systems  Program  Office 
(SPO) ,  which  you  mention  in  your  statement,  what  other 
concerns  do  you  continue  to  have  with  the  implementation  of 
weather  service  modernization? 

ANSWER : 

a)  As  a  result  of  the  modernization,  NWS  will 
substantially  reduce  the  number  of  field  offices  as  the  new 
technology  systems  are  delivered.  The  opening  and 
effective,  economical  operation  of  field  offices  receiving 
NEXRAD  radars  depends  on  the  transfer  of  positions  and 
staff  from  those  offices  not  receiving  the  new  technology 
systems  and  targeted  for  eventual  closure.  However,  Public 
Law  102-567  requires  NWS  to  keep  the  older  offices  open  to 
perform  unnecessary  liaison  functions  after  forecast  and 
warning  functions  have  been  transferred  to  NEXRAD  field 
offices.  The  liaison  function  will  already  be  handled  more 
effectively  by  the  NEXRAD  offices.  The  commissioning 
process  established  by  law  will  ensure  that  necessary 
services  to  affected  communities  will  not  be  degraded. 
Since  the  remaining  staff  at  the  old  offices  are  expected 
to  be  retained  for  extended  periods  of  time,  we  estimate 
that  during  the  modernization  period  the  NWS  will  spend 
over  $50  million  to  unnecessarily  keep  the  old  offices  open 
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and  maintain  duplicative  liaison  positions.  The  fiscal 
years  with  the  greatest  duplication  of  costs  will  be  1995, 
1996  and  1997. 

We  believe  that  Public  Law  102-567  should  be  amended  to 
permit  NWS  the  flexibility  to  close  old  offices  sooner, 
thereby  freeing-up  staff  and  other  resources  that  can  be 
put  to  better  use  in  the  NEXRAD  field  offices. 

b)  NWS  will  incur  substantial  staffing  costs  in 
modernizing  its  weather  field  operations.  Consequently, 
NWS  management  needs  to  carefully  monitor  and  control  these 
costs  as  the  modernization  progresses.  In  1988,  the  NWS 
modernization  was  projected  to  cost  taxpayers  under  $2 
billion,  but  now  is  estimated  to  more  than  double  to  $4.6 
billion.  When  the  systems  were  initiated,  their  estimated 
deployment  was  scheduled  to  be  completed  by  the  end  of 
October  1994,  but  will  not  be  completed  until  at  least 
1998. 

In  addition  to  systems  costs,  areas  in  which  NWS  management 
needs  to  carefully  evaluate  costs  include  the  (1)  policy 
used  for  Permanent  Change  of  Station  (PCS)  moves, 
(2)  competition  areas  to  determine  PCSs,  (3)  need  to  back- 
fill positions  immediately,  (4)  hiring,  training,  and 
integrating  staff,  (5)  increase  in  the  average  grade  of 
weather  office  field  staff,  and  (6)  length  of  time  and 
number  of  personnel  required  to  open  a  new  field  office. 
We  are  continuing  our  review  of  these  issues. 

c)  The  Advanced  Weather  Interactive  Processing  System 
(AWIPS)  development  contract  was  awarded  last  December. 
There  have  been  some  start-up  problems  associated  with  the 
AWIPS  contract  including  the  need  for  the  contractor  to 
better  define  its  systems  and  software  engineering  process 
and  the  need  to  carefully  select  and  manage  the  software 
products  that  will  be  incorporated  into  the  system.  Our 
most  serious  concern  is  that  the  contract  contains  an 
incentive  to  accelerate  the  schedule  by  up  to  six  months. 
We  believe  that  schedule  acceleration  is  not  achievable,  is 
counterproductive,  and  should  not  be  pursued. 


QUESTION: 

You  specifically  mentioned  in  your  statement  the  Systems 
Program  Office  (SPO)  under  NOAA.  You  state  that  the 
proposed  staffing  for  the  SPO  is  excessive  and  that  they 
rely  too  heavily  on  contractor  support.  What  types  of 
services  is  the  SPO  contracting  out.  What  would  you 
consider  to  be  an  ideal  staffing  level  for  the  SPO? 
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ANSWER: 

SPO  contractors  provide  support  in  the  following  areas: 
program  management,  program  planning,  cost  and  budget 
analysis,  schedule  management,  performance  measurement, 
risk  assessment,  software  risk  management,  systems 
engineering,  software  engineering,  test  and  evaluation, 
system  acceptance,  and  ship  specification  and  design.  The 
SPO  also  uses  contractors  to  perform  site  surveys  and 
environmental  assessments,  provide  architectural  and 
engineering  services  and  construction  management,  and 
support  site  acceptance.  Finally,  the  SPO  uses  contractors 
to  develop  and  maintain  software  specifications  and 
algorithms  which  are  being  furnished  to  the  AWIPS 
development  contractor.  We  have  found  no  justification  for 
the  division  of  responsibilities  between  government 
employees  and  support  contractors  for  the  SPO.  We  believe 
that  government  personnel  should  be  used  wherever  possible, 
and  the  services  of  support  contractors  should  be 
minimized. 

We  believe  that  an  appropriate  size  for  the  SPO,  including 
program  offices,  should  be  about  300  people,  including 
support  services  contractors.  In  our  December  21,  1992 
inspection  report  entitled.  Staffing,  Budget,  and  Functions 
of  the  Systems  Program  Office  (SED-4643-3-0001) ,  we  noted 
that  the  SPO's  lack  of  workload  analysis  resulted  in 
arbitrary  and  excessive  staffing  and  budget  requests.  We 
recommended  that  to  better  determine  staffing  requirements, 
the  SPO  should  develop  a  staffing  plan  based  on  a  bottom-up 
analysis  of  the  work  to  be  performed  by  the  program  and 
executive  offices.  The  plan  should  determine  the  specific 
tasks  to  be  performed  and  the  rationale  for  use  of  support 
contractors.   To  date,  however,  the  SPO  has  not  done  this. 


Antidumping  and  Countervailing  Duty  Cases 


QUESTION: 

You  recently  completed  an  audit  of  certain  issues  related 
to  a  specific  antidumping/countervailing  duty  (AD/CVD)  case 
with  a  company  from  Taiwan.  Do  you  feel  that  this  case  is 
representative  of  the  majority  of  AD/CVD  cases  being 
investigated  by  the  Import  Administration. 

ANSWER: 

Our  recent  audit  report  disclosed  that  the  Import 
Administration's  (lA)  AD/CVD  orders  were  being  circumvented 
by  Taiwanese  synthetic  sweater  firms  and  that  sales  to  U.S. 
markets  were  escaping  the  duties  that  should  have  been 
assessed.  We  do  not  know  the  overall  extent  of  AD/CVD 
circumvention  but  available  information  indicates  that 
circumvention,  in  one  form  or  another,  occurs  with  some 
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frequency.  Our  staff  has  found  that  lA  lacks  a  systematic, 
aggressive  approach  for  monitoring  available  information 
and  looking  for  indicators  of  circumvention. 

Further,  we  have  found  that  substantial  weaknesses  exist  in 
lA's  procedures  for  conducting  on-site  verifications  of  the 
questionnaire  responses  submitted  by  foreign  firms  and  used 
by  lA  in  making  AD/CVD  determinations.  The  current  process 
does  not  go  far  enough  in  attempting  to  detect  deception 
and  evasion. 


QUESTION: 

What  specific  recommendations  can  you  make  to  the 
Subcommittee  on  correcting  the  problems  you  see,  or  will 
the  AD/CVD  issue  continue  to  be  unresolved  until  there  is 
an  overall  trade  policy  determined  by  the  Administration? 

ANSWER: 

Our  current  audit  coverage  is  designed  to  assess  a  range  of 
issues  relating  to  lA's  capacity  to  administer  the  AD/CVD 
laws.  We  expect  this  work  to  be  completed  during  the 
summer.  To  date,  our  results  indicate  that  lA  needs  to 
implement  a  number  of  improvement  actions  to  provide  for 
more  effective  and  efficient  operations.  Our 
recommendations  will  address  such  matters  as  improving  the 
verification  process,  identifying  suspected  cases  of 
circumvention,  improving  coordination  and  interchange  of 
information,  providing  for  better  management  of  automated 
processing  resources,  and  ensuring  that  staffing  levels  and 
capabilities  are  appropriate.  Overall,  our  recommendations 
are  directed  at  strengthening  enforcement  of  current  AD/CVD 
laws  and  policies. 


Unplanned  and  Time-Critical  Issues 


QUESTION: 

How  much  is  included  in  this  budget  request  for  these 
"quick  turnaround"  type  projects?  What  amount  was  actually 
devoted  to  such  types  of  projects  in  FY  1992  and  what  is 
your  estimate  for  FY  1993? 

ANSWER: 

We  normally  reserve  about  25  percent  of  our  available 
resources  for  unanticipated  work.  Our  unanticipated  work 
results  from  allegations  received,  leads  from  other 
projects,  and  special  requests  from  the  Department  and 
Congress.  Sometimes  this  unanticipated  work  is  "quick 
turnaround"  while  more  recently  the  work  has  resulted  in  a 
significant  commitment  of  resources.    For  example,  the 
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request  this  fiscal  year  by  the  Energy  and  Commerce 
Committee  regarding  the  Department's 
Antidumping/Countervailing  Duty  Program  required 
significant  staff  resources.  In  cases  like  this,  we  must 
reprogram  audit  resources.  In  fiscal  year  1992  about  20 
percent  and  for  the  first  half  of  fiscal  year  1993  about  30 
percent  of  our  audit  and  inspection  work  was  unanticipated. 


Economic  Development  Representatives 


QUESTION: 

At  last  year's  hearing,  you  and  Chairman  Smith  discussed 
your  concerns  over  the  Subcommittee's  earmarking  of  the 
number  and  location  of  economic  development  representatives 
(EDRs)  in  the  Economic  Development  Administration 
appropriation  language.  The  Administration  is  now 
requesting  funding  for  EDA  to  continue  and  expand  its 
operations,  and  have  included  sufficient  funding  for  49 
EDRs.  Would  you  care  to  comment  on  this  request  for  the 
Subcommittee? 

ANSWER: 

We  believe  that  the  appropriation  language  has  been  too 
restrictive  because  it  has  tied  the  hands  of  EDA 
management.  In  my  opinion,  this  language  should  not  be  in 
the  appropriations  bill.  In  the  past,  EDA  management  has 
not  had  the  flexibility  to  place  EDRs  where  they  are  most 
needed  so  EDA  can  accomplish  its  program  objectives  in  the 
most  effective,  efficient,  and  economical  manner.  States 
and  U.S.  territories  have  established  economic  development 
agencies  and  EDA  provides  economic  development  districts 
with  planning  funds  for  the  development  of  projects.  EDA 
needs  to  evaluate  the  abilities  of  these  various  planning 
organizations  and  EDA's  current  workload  so  it  can 
determine  whether  the  EDRs  are  all  needed  and  for  those 
that  are  needed,  EDA  should  determine  where  the  EDRs  should 
be  placed  to  most  effectively  facilitate  the  prompt 
processing  and  award  of  the  most  needed  and  productive 
grant  assistance.  I  strongly  suggest  the  restrictive 
language  be  removed.  Leave  the  specific  placement  of  staff 
to  EDA  management  as  needed. 


QUESTION: 

EDA  is  requesting  additional  resources  for  FY  1994  to 
"reinvigorate"  its  staff  and  update  its  computer  systems. 
Would  you  care  to  comment  on  their  request  for  these  funds, 
and  can  you  recommend  any  additional  changes  for  the 
organization? 
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ANSWER: 

While  we  have  not  reviewed  in  detail  EDA's  FY  1994  request, 
the  funds  being  requested  for  "reinvigorating"  EDA's  staff 
are  for  the  hiring  of  4  FTE  and  for  providing  additional 
funds  for  project  development  and  monitoring.  Given  the 
additional  funding  EDA  expects  to  receive  from  DOD  and  past 
lack  of  monitoring  of  ongoing  projects  because  of 
insufficient  funds,  this  request  seems  reasonable. 

Regarding  the  request  to  update  computer  systems,  we  also 
believe  the  request  to  be  reasonable.  Although  we  have  not 
reviewed  this  request  in  detail,  we  do  know  that  the 
current  hardware  and  software  are  outdated  and  inefficient. 
In  our  opinion,  it  would  make  sense  to  upgrade. 

We  do  have  some  suggested  organizational  changes  within  EDA 
given  the  budget  request  that  has  gone  forward.  Since 
EDA's  funding  and  authority  for  its  direct  loan  and  loan 
guarantee  programs  has  been  discontinued  and  the  grant 
programs  are  increasing,  we  suggest  that  EDA  consider 
transferring  some  of  the  staff  from  the  loan  and  loan 
guarantee  work  to  perform  grant  administration  activities. 


Minority  Business  Development  Agency 


QUESTION: 

For  the  past  several  years,  you  have  been  working  with  the 
Minority  Business  Development  Agency  (MBDA)  to  help  them 
overcome  some  management  problems  they  were  experiencing. 
The  Secretary  has  now  indicated  that  he  wants  to  strengthen 
MBDA.  Will  you  be  working  with  the  Agency  to  assist  in 
this  initiative? 

ANSWER: 

Yes.  MBDA  has  made  significant  progress  over  the  last 
couple  of  years  and  we  will  be  available  to  help  MBDA  make 
further  advances  toward  accomplishing  its  goals  in  the  most 
effective,  efficient,  and  economical  manner. 


QUESTION: 

Do  you  have  any  continuing  concerns  with  MBDA?  Are  you 
currently  working  with  the  management  at  MBDA  to  address 
those  concerns? 

ANSWER: 

Yes,  we  do  have  some  concerns  with  MBDA.  We  believe  the 
regional  management  structure  is  not  very  effective.  MBDA 
needs  to  strengthen  its  evaluation  and  monitoring  of  the 
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operational  performance  of  the  business  development  centers 
within  their  geographic  areas  of  responsibilities.  This 
issue  has  been  repeatedly  discussed  with  MBDA  management. 


Tuesday,  April  20,  1993. 
MINORITY  BUSINESS  DEVELOPMENT  AGENCY 

WITNESSES 

LORETTA  YOUNG,  ACTING  DIRECTOR 

HAROLYN  BOULWARE,  BUDGET  OFFICER 

GEORGE  PARISH,  EXECUTIVE  OFFICER 

ERIC  MOLL,  CHIEF  COUNSEL 

ROBERT  HOOKS,  CHIEF,  RESOURCE  DEVELOPMENT 

LUIS  ENCINIAS,  ACTING,  ASSOCIATE  DIRECTOR  FOR  OPERATIONS 

GLENN  CLARK,  BUDGET  ANALYST 

MARK  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  Skaggs.  We  will  move  now  to  the  Minority  Business  Devel- 
opment Agency. 

Good  morning. 

The  final  item  we  will  consider  this  morning  is  the  fiscal  year 
1994  budget  request  for  the  Minority  Business  Development 
Agency  of  the  Department  of  Commerce.  The  request  is  for 
$45,381,000,  which  is  an  increase  of  $7,492,000  over  the  amounts  ap- 
propriated to  date  for  FY  1993. 

We  will  insert  the  justification  material  submitted  in  support  of 
this  request  into  the  record  at  this  point. 

[The  justification  follows:] 
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Mr.  Skaggs.  Testifying  today  for  MBDA  is  its  Acting  Director, 
Loretta  Young.  Welcome.  We  will  insert  a  copy  of  your  biography 
in  the  record  as  well,  and  invite  you  to  proceed  with  your  testimony. 

[The  biographical  sketch  of  Ms.  Young  follows:] 

Biography  of  Loretta  M.  Yoxxng,  Acting  Director,  Minority  Business 
Development  Agency,  U.S.  Department  of  Commerce 

On  January  22,  1993,  Secretary  of  Ck)inmerce  Ronedd  H.  Brown  appointed  Loretta 
M.  Young  as  Acting  Director  of  the  Minority  Business  Development  Agency 
(MBDA).  Ms.  young  is  the  first  African-American  female  to  serve  in  this  capacity 
since  the  Agency's  inception  in  1969. 

Prior  to  this  position,  Ms.  Young  held  several  positions  at  MBDA,  including 
Acting  Assistant  Director,  Office  of  Operations,  Chief,  Management  Division,  Chief, 
Office  of  Planning  and  Ehraluation  Division,  and  Acting  Chief,  Communications  Divi- 
sion. Her  federal  employment  spans  over  30  years,  20  of  which  are  with  MBDA.  In 
her  present  position,  Ms.  Young  has  direct  responsibility  for  overseeing  the  Agen- 
cy's programs  and  initiatives,  including  the  nationwide  program  of  advocacy  out- 
reach efforts  to  mobilize  public-  and  private-sector  resources  to  increase  minority 
business  participation  in  the  economy;  responsibility  for  planning,  budget  objectives 
and  policies  affecting  the  Agency's  Headquarters  and  field  operations;  presenting 
testimony  before  Departmental  representatives,  0MB  and  Congress  on  the  Agency's 
mission  and  budgetary  requirements;  and  designing,  developing  and  administering 
criteria,  systems  and  specific  measures  to  evaluate  the  progress  of  the  minority  busi- 
ness development  effort,  especially  as  it  relates  to  the  MBDA  nationwide  funded 
network  of  approximately  107  Minority  and  Indian  Business  Development  Centers. 

Before  joining  the  federal  workforce,  Ms.  Young  was  a  business  instructor  with 
Atlantic  Business  College  in  Washington,  D.C.  She  has  also  taught  courses  for  Vir- 
ginia State  University,  Petersburg,  Virginia.  Her  professional  affiliations  include: 
the  Virginia  State  Office  of  Minority  Business  Enterprise,  American  Society  of 
Public  Administration,  the  National  Business  Leeigue,  the  NAACP  and  St.  Paul's 
National  Alumni  Association.  She  is  the  recipient  of  many  awards,  including  the 
1992  Commerce  Award  for  Unusually  Outstanding  Performance. 

A  native  of  Emporia,  Virginia,  Ms.  Young  received  a  Bachelor  of  Science  Degree 
in  Business  EMucation  from  St.  Paul's  Collie,  Lawrenceville,  Virginia  and  a  Master 
of  Business  Administration  D^ree  from  the  (Jeorge  Washington  University,  Wash- 
ington, D.C. 

Ms.  Young  resides  in  Washington,  D.C.  and  is  a  member  and  trustee  of  Shiloh 
Baptist  Church,  Alexandria,  Virginia. 

Opening  Statement 

Ms.  Young.  Thank  you  very  much.  Mr.  Chairman  and  members 
of  the  subcommittee.  I  am  pleased  to  appear  before  you  today 
in  support  of  the  Minority  Business  Development  Agency's  1994 
request  of  $45,381,000. 

Let  me  synopsize  my  statement  and  submit  the  full  statement  for 
the  record. 

Within  the  agency,  there  is  a  spirit  of  optimism  encouraged  by 
an  awareness  of  positive  change.  We  embrace  the  President's  com- 
mitment to  improve  the  economy,  and  we  are  eager  to  do  our  part 
to  build  the  economic  infrastructure  and  create  jobs.  As  Secretary 
Brown  has  stated,  MBDA's  programs  are  uniquely  structured  to 
ensure  that  new  businesses  are  able  to  make  long  term  contribu- 
tions to  our  Nation's  economy. 

I  want  to  talk  to  you  today  about  how  MBDA's  programs  support 
the  President's  goals  in  the  areas  of  trade,  job  creation,  and  tech- 
nology. 

In  1992,  the  Minority  Business  Development  Centers  and  Ameri- 
can Indian  Program  assisted  nearly  17,000  minority  clients  in  ob- 
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taining  $1.4  billion  in  procurement  contracts  and  approved  financ- 
ing, producing  a  return  on  investment  of  $64  to  $1.  From  these  ef- 
forts, 1,362  new  businesses  were  started,  creating  over  4,000  jobs. 
Overall,  the  11,500  established  firms  that  were  assisted  by  MBDC 
employed  over  112,000  people. 

In  1993,  we  are  pilot  testing  a  new  concept:  The  MEGA  center  in 
Chicago.  This  center  employs  experienced  professionals  who  pro- 
vide a  more  comprehensive  array  of  technical  services  than  do  our 
traditional  centers.  In  addition,  the  center  will  use  advanced  elec- 
tronic information  in  assisting  clients.  The  MEGA  center  serves  all 
10  Midwestern  States  within  the  Chicago  region,  enhancing  the 
level  of  assistance  available  in  the  traditional  centers. 

Our  Public  Sector  Program  continues  to  encourage  the  develop- 
ment and  growth  of  minority-owned  businesses.  At  the  Federal 
level,  we  evaluate  Federal  agencies'  commitment  to  minority- 
owned  business  and  develop  interagency  agreements  with  Federal 
agencies  which  has  further  promoted  minority  business  opportuni- 
ties. 

To  encourage  State  and  local  Government  investment,  we  are 
conducting  a  series  of  regional  conferences  where  State  and  local 
decision-makers  discuss  long-term  strategies  for  minority  business- 
es. We  are  funding  Minority  Business  Opportunity  Committees  in 
Chicago,  Pittsburgh,  Houston  and  Los  Angeles.  These  MBOCs  con- 
tinue to  identify  Federal  procurement  opportunities  for  minorities. 

The  Private  Sector  Program  activity  continues  to  promote 
MBDA's  franchise  and  international  trade  initiatives.  Last  year, 
MBDA,  in  conjunction  with  IT  A,  led  a  trade  mission  to  the  Persian 
Gulf  and  one  to  Mexico.  We  are  continuing  the  franchise  seminar 
exposing  potential  franchisees  to  information  about  the  require- 
ments, risks  and  rewards  of  this  $750  billion  industry,  and  we 
expect  to  reach  over  3,000  potential  franchisees. 

In  the  area  of  technology,  MBDA  is  working  to  improve  the 
number  and  expertise  of  minorities  in  the  telecommunication  in- 
dustry. No  program  we  find  can  stay  productive  and  competitive 
without  pertinent,  ongoing  research  data  collection  and  informa- 
tion dissemination.  MBDA's  advocacy  and  research  and  informa- 
tion activity  provides  that  support. 

Last  year  our  Minority  Enterprise  Development  Week  observ- 
ance attracted  over  1,000  participants  and  the  congressional  recep- 
tion proved  to  have  been  a  successful  networking  event. 

Research  activities  will  continue  to  identify  needs  and  impacts  of 
minority-owned  businesses  and  recommend  policy  and  program  di- 
rection to  enhance  Minority  Business  Development. 

Our  Information  activities  gather  and  disseminate  information 
about  minority  businesses  to  those  wishing  to  do  business  with  mi- 
nority enterprise  and  to  those  seeking  business  opportunities. 

In  conclusion,  we  are  part — we  are  glad  to  be  a  part  of  the  Presi- 
dent's economic  agenda.  Our  proposal  represents  an  investment  in 
our  country's  long-term  economic  security,  making  contributions  in 
the  area  of  job  creation,  trade  and  technology.  We  are  seeking 
$45,381,000  for  fiscal  year  1994,  an  increase  of  $5  million  over  base 
to  fund  up  to  three  additional  MEGA  centers. 

We  appreciate  the  support  that  the  committee  has  given  for  our 
1993  supplemental. 
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Mr.  Chairman,  this  ends  my  statement  and  I  will  be  glad  to  en- 
tertain any  questions. 
[The  prepared  statement  of  Ms.  Young  follows:] 
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U.  S.  DEPARTMENT  OF  COMMERCE 

MINORITY  BUSINESS  DEVELOPMENT  AGENCY 

STATEMENT  BY  THE  ACTING  DIRECTOR 

LORETTA  M.  YOUNG 

BEFORE  THE  SUBCOMMITTEE  ON 

COMMERCE,  JUSTICE,  STATE,  THE  JUDICIARY  AND 

RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

APRIL  20,  1993 

MR.  CHAIRMAN,  AND  MEMBERS  OF  THE  SUBCOMMITTEE.    I  AM  PLEASED  TO 

APPEAR   BEFORE   YOU  TODAY   IN   SUPPORT   OF   THE   MINORITY   BUSINESS 

DEVELOPMENT  AGENCY'S  (MBDA)  1994  BUDGET  REQUEST  OF  $4  5,381,000. 

WITHIN  THE  AGENCY  THERE  IS  A  SPIRIT  OF  OPTIMISM  ENCOURAGED  BY  AN 

AWARENESS  OF  POSITIVE  CHANGE.    FOR  OVER  A  DECADE  THE  AGENCY'S 

PROGRAMS  HAVE  SUFFERED  NEGLECT.   NEVERTHELESS,  DURING  THIS  PERIOD, 

MBDA  ASSISTED  IN  POSITIVE  ACCOMPLISHMENTS  ON  BEHALF  OF  THE  NATION'S 

MINORITY  BUSINESS  COMMUNITY.    MBDA  IS  ENCOURAGED  BY  THE  PROMISE  OF 

A  NEW  DAY.   WE  EMBRACE  THE  PRESIDENT'S  COMMITMENT  TO  IMPROVE  THE 

ECONOMY  AND  WE  ARE  EAGER  TO  DO  OUR  PART  TO  HELP  BUILD  THE  ECONOMIC 

INFRASTRUCTURE  AND  CREATE  JOBS.    AS  SECRETARY  BROWN  HAS  STATED, 

MBDA's   PROGRAMS   ARE   UNIQUELY   STRUCTURED   TO   ENSURE   THAT   NEW 

BUSINESSES  ARE  ABLE  TO  MAKE  LONG  TERM  CONTRIBUTIONS  TO  OUR  NATION'S 

ECONOMY . 
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-2- 
I   WANT   TO   TALK  TODAY   ABOUT   HOW   MBDA'S   PROGRAMS   SUPPORT  THE 
PRESIDENT'S  GOALS  IN  THE  AREAS  OF: 

O  JOB  CREATION 

O  TRADE 

O  TECHNOLOGY 
TO  BEGIN,  I  WILL  REVIEW  SOME  OF  MBDA's  ACTIVITIES  OVER  THE  PAST 
YEAR.  IN  1992,  THE  MINORITY  BUSINESS  DEVELOPMENT  CENTERS  (MBDCs) 
AND  AMERICAN  INDIAN  PROGRAM  (AIP)  OF  OUR  ENTERPRISE  DEVELOPMENT 
ACTIVITY  ASSISTED  NEARLY  17,000  MINORITY  CLIENTS  IN  OBTAINING  $1.4 
BILLION  IN  PROCUREMENT  CONTRACTS  AND  APPROVED  FINANCINGS  PRODUCING 
A  RETURN  ON  INVESTMENT  OF  $64  TO  $1.  FROM  THESE  EFFORTS  1,362  NEW 
BUSINESSES  WERE  STARTED  CREATING  OVER  4,000  JOBS.  OVERALL,  THE 
11,500  ESTABLISHED  FIRMS  THAT  WERE  ASSISTED  BY  MBDCs  EMPLOYED  OVER 
112,000  PEOPLE. 

IN  1993,  WE  ARE  PILOT  TESTING  A  NEW  CONCEPT — THE  MINORITY 
ENTERPRISE  GROWTH  ASSISTANCE  (MEGA)  CENTER  IN  CHICAGO.  THIS  CENTER 
EMPLOYS  EXPERIENCED  PROFESSIONALS  WHO  PROVIDE  A  MORE  COMPREHENSIVE 
ARRAY  OF  TECHNICAL  SERVICES  THAN  DO  OUR  TRADITIONAL  CENTERS,  TO 
CLIENTS  IN  EMERGING,  HIGH  GROWTH  AND  TECHNOLOGICALLY  ADVANCED 
MARKETS.  IN  ADDITION,  THE  CENTER  WILL  USE  ADVANCED  ELECTRONIC 
INFORMATION  SYSTEMS  IN  ASSISTING  CLIENTS.  THE  MEGA  CENTER  SERVES 
ALL  TEN  MIDWESTERN  STATES  WITHIN  THE  CHICAGO  REGION  AUGMENTING  AND 
SUPPLEMENTING  THE  LEVEL  OF  ASSISTANCE  AVAILABLE  IN  TRADITIONAL 
CENTERS  OF  THAT  AREA. 
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RESOURCE  DEVELOPMENT 
NOW  LET  ME  TURN  TO  OUR  RESOURCE  DEVELOPMENT  ACTIVITIES  WHICH  FOSTER 
AND  PROMOTE   BUSINESS  OPPORTUNITIES   IN  THE   PUBLIC  AND   PRIVATE 
SECTORS,   PROVIDE   BROAD-BASED   SUPPORT   FOR   MARKET   AND   CAPITAL 
DEVELOPMENT,  AND  ENCOURAGE  ENTREPRENEURSHIP. 

PUBLIC  SECTOR  PROGRAMS 
OUR  PUBLIC  SECTOR  PROGRAMS  CONTINUE  TO  ENCOURAGE  THE  DEVELOPMENT 
AND  GROWTH  MINORITY-OWNED  BUSINESSES  BY  PROMOTING  THE  MOBILIZATION 
OF  RESOURCES  IN  FEDERAL,  STATE  AND  LOCAL  GOVERNMENT  SECTORS. 

AT  THE  FEDERAL  LEVEL  WE  EVALUATE  FEDERAL  AGENCIES  COMMITMENT  TO 
MINORITY  OWNED  BUSINESS  THROUGH  OUR  REVIEW  OF  THEIR  ANNUAL 
PROCUREMENT  AND  FINANCIAL  ASSISTANCE  GOALS  AND  ACCOMPLISHMENTS.  WE 
ALSO  DEVELOP  INTERAGENCY  AGREEMENTS  WITH  FEDERAL  AGENCIES  WHICH 
FURTHER  PROMOTE  MINORITY  BUSINESS  OPPORTUNITIES. 

TO  ENCOURAGE  STATE  AND  LOCAL  GOVERNMENT  INVESTMENT  IN  MINORITY 
BUSINESS,  WE  ARE  CONDUCTING  A  SERIES  OF  REGIONAL  CONFERENCES  WHERE 
STATE  AND  LOCAL  DECISION  MAKERS  DISCUSS  LONG  TERM  STRATEGIES  FOR 
MINORITY  BUSINESS  PROGRAMS  AND  IDENTIFY  OPPORTUNITIES  FOR  MINORITY 
FIRMS  WITHIN  THEIR  COMMUNITIES. 
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WE  ARE  ALSO  MAINTAINING  FUNDING  TO  OUR  MINORITY  BUSINESS 
OPPORTUNITY  COMMITTEE  (MBOCs)  PROGRAM  IN  CHICAGO,  PITTSBURGH, 
HOUSTON  AND  LOS  ANGELES.  THESE  MBOCs  WILL  CONTINUE  TO  IDENTIFY 
FEDERAL  PROCUREMENT  OPPORTUNITIES  IN  THE  REGIONS  WHERE  THEY  ARE 
LOCATED . 

PRIVATE  SECTOR  PROGRAMS 
THE  PRIVATE  SECTOR  PROGRAM  ACTIVITY  CONTINUES  TO  PROMOTE  MBDA's 
FRANCHISE  AND  INTERNATIONAL  TRADE  INITIATIVES.  LAST  YEAR,  MBDA,  IN 
CONJUNCTION  WITH  THE  INTERNATIONAL  TRADE  ADMINISTRATION  (ITA) ,  LED 
TRADE  MISSIONS  TO  THE  PERSIAN  GULF  AND  TO  MEXICO.  THE  PERSIAN  GULF 
DELEGATION  NETTED  459  SALES  LEADS  AND  $3.5  MILLION  IN  EXPORT  SALES. 
THE  TWO  DELEGATIONS  TO  MEXICO  RESULTED  IN  OVER  200  SALES  LEADS,  A 
$40  MILLION  CONTRACT,  A  JOINT  VENTURE  AND  THE  OPENING  OF  A  FOREIGN 
SALES  OFFICE  IN  MEXICO. 

THE  AGENCY  WILL  CONTINUE  TO  PROMOTE  MINORITY  FIRMS  AND  PRODUCTS 
THROUGH  TRADE  MISSIONS  AND  OTHER  MARKET  OPPORTUNITIES. 
THE  NUMBER  OF  FUTURE  MISSIONS  AND  THE  COUNTRIES  WE  TARGET  WILL 
DEPEND  ON  OUR  ABILITY  TO  LEVERAGE  EXISTING  RESOURCES  WITH  ITA,  THE 
SMALL  BUSINESS  ADMINISTRATION,  THE  AGENCY  FOR  INTERNATIONAL 
DEVELOPMENT  AND  THE  EXPORT-IMPORT  BANK. 
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WE   ARE   CONTINUING   THE   FRANCHISE   SEMINARS   EXPOSING   POTENTIAL 
FRANCHISEES   TO   INFORMATION   ABOUT  THE   REQUIREMENTS,   RISKS   AND 
REWARDS  OF  THIS  $7  50  BILLION  INDUSTRY.    WE  EXPECT  TO  REACH  OVER 
3,000  PROSPECTIVE  FRANCHISEES  THROUGH  THIS  EFFORT. 

IN  THE  AREA  OF  TECHNOLOGY,  MBDA  HAS  FUNDED  TWO  INITIATIVES — 
"COMTRAIN"  AND  "TELECAP"--  WHICH  WORK  TO  IMPROVE  THE  NUMBER  AND 
EXPERTISE  OF  MINORITIES  IN  THE  TELECOMMUNICATIONS  INDUSTRY. 
CURRENTLY,  MINORITY  FIRMS  REPRESENT  ONLY  .5%  OF  THE  TOTAL  U.  S. 
FIRMS  IN  THE  TELECOMMUNICATIONS  INDUSTRY.  "COMTRAIN"  SEEKS  TO 
IMPROVE  MINORITY  REPRESENTATION  IN  THE  TELECOMMUNICATIONS  INDUSTRY. 
WORKING  WITH  THE  NATIONAL  TELECOMMUNICATIONS  AND  INFORMATION 
AGENCY,  WE  MATCH  NEW  TELECOMMUNICATIONS  PROPERTY  OWNERS  WITH 
ESTABLISHED  MULTI-UNIT  OWNERS  WHO  SERVE  AS  MENTORS  AND  ADVISORS  TO 
THE  NEW  OWNERS.  TO  DATE,  TWO  STATION  OWNERS,  OPERATING  IN  OHIO  AND 
MISSOURI,  HAVE  SUCCESSFULLY  COMPLETED  THE  PROGRAM.  MBDA  IS 
CURRENTLY  NEGOTIATING  TO  CONTINUE  THIS  PROJECT.  IT  IS  EXPECTED 
THAT  MORE  THAN  15  POTENTIAL  MINORITY  TELECOMMUNICATIONS  PROPERTY 
OWNERS  WILL  BE  MATCHED  WITH  A  MENTOR  BY  1994.   ONE  OF  THE 

CRITERIA  FOR  SELECTION  IN  THE  PROGRAM  IS  A  COMMITMENT  BY  THE 
TRAINEE  TO  MENTOR  FUTURE  MINORITY  TELECOMMUNICATIONS  OWNERS. 
"TELECAP",  OUR  OTHER  TELECOMMUNICATIONS  INITIATIVE,  IS  INTENDED  TO 
PROVIDE  AN  INVESTMENT  AND  CAPITAL  DEVELOPMENT  MODEL  FOR  MINORITIES 
TO  ENTER  AND  PARTICIPATE  IN  TELECOMMUNICATIONS  AND  OTHER  HIGH 
TECHNOLOGY  INDUSTRIES. 
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ADVOCACY,  RESEARCH  AND  INFORMATION 
NO  PROGRAM  CAN  STAY  PRODUCTIVE  AND  COMPETITIVE  WITHOUT  PERTINENT 
ON-GOING  RESEARCH,  DATA  COLLECTION  AND  INFORMATION  DISSEMINATION. 
MBDA'S  ADVOCACY,  RESEARCH  AND  INFORMATION  ACTIVITY  PROVIDES  SUCH 
SUPPORT.  ADVOCACY  ACTIVITIES  PUBLICIZE  THE  CAPACITIES  OF  MINORITY 
ENTREPRENEURS  AND  SEEK  TO  PROMOTE  A  MORE  POSITIVE  ATTITUDE  WITHIN 
THE  GENERAL  POPULATION  TOWARD  THEM.  LAST  YEAR,  OUR  MINORITY 
ENTERPRISE  DEVELOPMENT  (MED)  WEEK  OBSERVANCE,  A  MAJOR  ADVOCACY 
EVENT,  ATTRACTED  OVER  A  THOUSAND  PARTICIPANTS  FROM  MINORITY  FIRMS, 
MAJOR  CORPORATIONS,  TRADE  ASSOCIATIONS,  STUDENTS  AND  ALL  LEVELS  OF 
GOVERNMENT.  OUR  CONGRESSIONAL  RECEPTION  PROVED  SUCCESSFUL 
NETWORKING  EVENT.  WE  ARE  ENCOURAGED  BY  THE  GROWING  CONGRESSIONAL 
AND  CORPORATE  SUPPORT,  AND  THIS  YEAR  WE  EXPECT  HIGH  LEVELS  OF 
PARTICIPATION.  OTHER  ADVOCACY  RELATED  ACTIVITIES  INCLUDE  OUR 
PARTICIPATION  IN  TRADE  SHOWS  AND  CONVENTIONS.  LAST  YEAR,  AT  THESE 
EVENTS,  WE  DIRECTED  OVER  100,000  POTENTIAL  CUSTOMERS  TO  PROGRAMS, 
MARKETS  AND  MINORITY  VENDORS. 

RESEARCH  ACTIVITIES  WILL  CONTINUE  TO  IDENTIFY  THE  NEEDS  AND  IMPACT 
OF  MINORITY  OWNED  BUSINESSES  AND  TO  RECOMMEND  POLICY  AND  PROGRAM 
DIRECTION  TO  ENHANCE  MINORITY  BUSINESS  DEVELOPMENT.  BUSINESS 
INFORMATION  IS  CRITICAL  TO  THE  SUCCESS  OF  ANY  BUSINESS. 
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OUR   INFORMATION   ACTIVITIES   GATHER  AND   DISSEMINATE   INFORMATION 
ABOUT  MINORITY  BUSINESSES  TO  THOSE  WISHING  TO  DO  BUSINESS  WITH 
MINORITY  ENTERPRISES  AND  TO  THOSE  SEEKING  BUSINESS  OPPORTUNITIES. 


BUDGET  REQUEST 
IN  CONCLUSION,  WE  ARE  PROUD  TO  BE  A  PART  OF  THE  PRESIDENT'S 
ECONOMIC  AGENDA.  OUR  PROPOSAL  REPRESENTS  AN  INVESTMENT  IN  OUR 
COUNTRY'S  LONG  TERM  ECONOMIC  SECURITY,  MAKING  CONTRIBUTIONS  IN  THE 
AREAS  OF  JOB  CREATION,  TRADE  AND  TECHNOLOGY.  WE  ARE  SEEKING 
$45,381,000  FOR  FY  1994.  INCLUDED  IN  THIS  REQUEST  IS  $2,492,000  IN 
ADJUSTMENTS-TO-BASE  AND  AN  INCREASE  OF  $5  MILLION  TO  FUND  UP  TO 
THREE  ADDITIONAL  MEGA  CENTERS. 

IN  ADDITION  WE  APPRECIATE  THE  COMMITTEES  SUPPORT  OF  OUR  FY  1993 
SUPPLEMENTAL  REQUEST. 

MR.  CHAIRMAN,  THIS  ENDS  MY  STATEMENT.   I  WILL  BE  PLEASED  TO  ANSWER 
ANY  QUESTIONS  FROM  YOU  OR  THE  COMMITTEE. 
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OMB  REQUEST 

Mr.  Skaggs.  Thank  you.  What  did  you  request  from  OMB  for 
next  year? 

Ms.  Young.  $45,381,000,  and  the  Department  worked  very  closely 
with  OMB,  and  we  didn't  get  any  changes. 

Mr.  Skaggs.  Well,  this  is  a  remarkable  morning. 

Ms.  Young.  Yes,  it  is,  and  it  will  be  more  remarkable  if  we  get 
our  $45  million. 

NfBDC  PROGRAM 

Mr.  Skagk^^s.  I  am  interested  in  the  methodology  underlying  your 
statement  that  you  have  seen  a  return  on  investment  of  $64  for 
every  dollar  put  in  for  the  Minority  Business  Development  Centers. 
How  did  we  make  that  computation? 

Mr.  Encinias.  I  am  the  Acting  Associate  Director  for  the  Office 
of  Operations  of  the  Minority  Business  Development  Agency.  We 
take  the  funding  that  we  provide  for  the  MBDC  and  for  the  Indian 
programs  and  then  we  take  all  of  the  financings  and  procurements 
that  are  obtained  through  our  centers  assisting  clients  and  all  of 
the  hours  of  technical  assistance.  We  put  a  value  on  those  of  $50 
an  hour,  and  we  do  the  calculation.  We  divide  the  funding  into  the 
total  of  the  sum  of  all  of  those  parts.  It  is  assistance  that  we  give 
directly  that  produces  these  results,  and  that  is  how  we  calculate 
it.  It  is  a  return  on  funding  really. 

Mr.  Skaggs.  Well,  I  am  used  to  return  on  investment  termi- 
nology in,  let's  say,  the  Head  Start  program  or  immunization  where 
we  are  talking  about  monies  that  the  Government  might  otherwise, 
or  some  level  of  Government  might  otherwise  be  spending  that  is 
saved,  or  in  new  job  creation  that  may  come  as  a  result.  It  seems  to 
me  that  in  this  area,  these  are  economic  activities  that  are  now 
under  your  jurisdiction,  but  would  have  occurred  somewhere  else  if 
the  program  were  not  present. 

Is  that  a  fair  assessment? 

Mr.  Encinias.  Well,  since  we  are  dealing  with  minority  firms,  I 
don't  know  if  this  would  have  occurred  elsewhere,  since  we  are  the 
only  agency  that  deals  exclusively  with  minority  firms.  And  we  do 
provide  direct  assistance  to  these  firms  to  achieve  these  results. 

Mr.  Skaggs.  Are  you  attempting  to  apply  the  same  kind  of 
return  on  investment  analysis  to  the  CX)MTRAIN  and  the  TELE- 
CAP  programs? 

Mr.  Encinias.  I  don't  work  in  that  area,  sir. 

PRIVATE  SECTOR 

Mr.  Hooks.  I  am  Robert  Hooks,  Chief  of  Resource  Development. 
In  terms  of  COMTRAIN  and  TELECAP,  we  don't  invest  the  type  of 
resources  from  our  budget  that  we  do  in  the  MBDC  area.  When 
you  take  COMTRAIN,  we  have  only  put  about  $100 — some-thou- 
sand or  less  than  that  each  year,  and  in  terms  of  telecommunica- 
tions, we  put  about  $345,000.  I  think  we  will  be  able  to  do  it  at 
some  time  in  the  long  term,  but  not  in  the  immediate  future. 

Ms.  Young.  Let  me  make  a  comment  on  that.  Those  two  pro- 
grams that  you  mentioned  are  initiatives  that  we  have  gotten  start- 
ed, and  it  is  not  part  of  a  hard  program,  let's  say.  We  are  working 
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on  those  initiatives.  We  have  been  working  in  conjunction  with 
other  agencies  in  the  Department  on  those  initiatives  and  we  see 
those  two  initiatives  as  being  re-invested,  you  know,  into  a  stronger 
program  later,  but  we  haven't  gotten  there  yet. 

MEGA  CENTER 

Mr.  Skaggs.  I  understand  that  they  are  relatively  new  programs. 
I  wondered  whether  you  were  looking  at  applying  the  same  kind  of 
investment  return  assessment  as  you  are  doing  with  the  MBDCs. 

You  are  pilot  testing  the  MEGA  center  approach  in  Chicago  and 
have  requested  an  additional  $5  million  for  fiscal  1994  for  three 
more  of  those  centers  to  open.  Last  year  you  asked  for  $2  million  to 
fund  four,  and  now  you  are  asking  for  $5  million  to  fund  three. 
Am  I  misreading  the  numbers? 

Ms.  Young.  I  think  so,  sir.  I  think  that  we  asked — I  don't 
remember  the  exact  amount  we  asked  for  last  year,  but  the  $2 
million  was  for  one  MEGA  center.  Yes,  it  was  $2  million  asked 
last  year  for  one. 

The  reason  we  are  asking  for  this  $5  million  for  the  additional 
MEGA  centers  is  because  we  want  to  fund  up  to  three,  but  one  of 
them,  and  this  includes  re-funding  the  Chicago  MEGA  center,  and 
funding  two  others  in  two  different  regions.  And  the  reason  we 
want  to  do  this,  is  that  I  understand  that  3.8  million  for  two  is 
what  is  needed,  and  the  other  will  be  to  re-fund  the  Chicago  MEGA 
center. 

Mr.  Skaggs.  What  is  your  thinking,  given  that  the  Chicago  effort 
is  still  in  a  pilot  program  kind  of  stage,  as  to  when  we  will 
know  enough  about  how  that  one  has  worked  to  properly  evaluate 
it,  and  apply  the  results  of  that  evaluation  to  create  new  MEGA 
centers?  And  what  ought  to  be  the  staging  of  that,  so  that  we  are 
taking  advantage  of  Chicago  to  deal  intelligently  with  others? 

Ms.  Young.  At  the  end  of  this  month  we  will  be  getting  the 
quarterly  report  from  the  Chicago  MEGA  center,  because  the  first 
two  quarters  were  startup  staffing  and  really  getting  them  going. 
We  will  be  able  to  do  an  analysis  of  their  report. 

But  we  are  proud  of  that  investment,  and  before  we  even  get  the 
quarterly  report  in  that  will  give  us  numbers  of  businesses  assisted, 
we  have  been  able  to  get  some  very  good  feedback.  Never  in  the 
history  of  MBDA  through  our  local  MBDC  have  we  been  able  to 
tap  into  a  Nissan  dealership,  and  we  feel  good  about  that,  because 
the  MEGA  center  has  tapped  into  that. 

Traditional  MBDC  have  gotten  support  from  the  cities  that  they 
have  been  in,  but  they  haven't  had  the  caliber  of  staff  to  go  out 
and  really  market  and  pull  in  corporate  America  and  Federal 
agencies  to  really  work  with  them  the  way  that  the  MEGA  center 
has,  and  there  has  been  a  lot  of  things  that  we  have  been  told  from 
corporate  America,  and  with  this  Nissan  dealership  that  we  have 
been  able  to  see  that  this  was  a  good  investment  for  us. 

With  the  kinds  of  components  that  the  MEGA  center  has,  we 
have  heard  of  a  lot  of  assistance,  and  I  want  to  put  it  that  way, 
because  you  know,  you  want  to  see  the  report  when  it  comes  in  so 
that  you  can  see  these  things  that  have  been  told  you.  We  just  find 
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that  the  MEGA  center  has  offered  today  the  knowledge  that  we 
thought  it  would.  The  other  MBDCs  in  the  area  have  tapped  into 
the  MEGA  centers.  From  the  MBDC's  numbers  of  what  they  have 
been  able  to  get  from  the  MEGA  center  being  there  is  what  we  had 
hoped  would  happen.  Clients  have  contacted  the  MBDC,  the  MBDC 
have  been  able  to  tap  into  the  MEGA  center  and  deals  have  been 
made.  So  we  feel  very  good  about  that. 

Mr.  Skaggs.  I  believe  you  were  here  and  were  able  to  listen  to 
some  of  the  Inspector  General's  testimony  and  his  concerns  about 
the  need  for  appropriate  tools  to  construct  and  evaluate  additional 
grant  monies,  and  we  spent  some  time  talking  about  that  in  the 
NIST  context.  I  would  assume  that  the  same  thing  would  pertain 
to  the  expansion  of  the  MEGA  center  program  that  you  are  re- 
questing, and  perhaps  if  you  could  submit  for  the  record  at  what- 
ever level  of  detail  seems  most  useful,  the  program  evaluation  tools 
that  you  are  appljdng;  what  were  your  objectives  in  the  MEGA 
center;  what  have  the  results  been;  how  do  those  comport  with 
each  other,  so  that  we  can  have  your  best  sense  of  what  the  bench- 
marks were,  where  you  are  relative  to  meeting  them,  what  went 
wrong,  and  what  went  right. 

I  gather  that  I  was  misreading  the  number  three  as  being  three 
in  addition  to  Chicago.  It  is  Chicago,  plus  two;  is  that  right? 

Ms.  Young.  That  is  right,  sir. 

Mr.  Skaggs.  Okay.  And  where  are  you  expecting  the  other  two 
centers  to  be  located? 

Ms.  Young.  Wait  a  moment.  Just  a  second,  please.  It  is  up  to 
four,  including  Chicago. 

Mr.  Skaggs.  So  is  it  Chicago,  plus  two,  or  Chicago,  plus  three? 

Ms.  BouLWARE.  Chicago,  plus  three. 

Mr.  Skaggs.  And  where  would  the  three  additional  centers  be 
placed? 

Ms.  Young.  In  each  one  of  our — well,  we  want  to  do  five  more 
and  they  will  be  in  each  region.  Right  now,  because  of  the  studies 
that  have  been  done,  we  would  say  L.A.,  Washington,  and  I  am  not 
sure  about  the  other  one  yet.  But  we  have  done  supply  and  demand 
study,  and  Peat  Marwick  did  a  study  for  us  that  laid  out  where 
these  MEGA  centers  should  strategically  be. 

Mr.  Skaggs.  Well,  L.A.  would  serve  what  area? 

Ms.  Young.  The  State,  L.A.  would  serve  the  City  of  Los  Angeles. 
But  the  outl5dng  cities,  metropolitan  area  would  feed  into  that 
MEGA  center. 

Mr.  Skaggs.  So  we  shouldn't  necessarily  assume  that  because 
Chicago  is  a  multi-state  MEGA  center  that  all  of  these  would  have 
multi-state  jurisdictions? 

Ms.  Young.  I  would  say  so. 

Mr.  Encinias.  Yes,  sir.  They  would  be  located  in  the  Los  Angeles 
metropolitan  statistical  area,  but  it  would  service  our  San  Francis- 
co region,  which  is  comprised  of  Federal  regions,  nine  and  ten.  I 
believe  it  goes  all  the  way  from  Los  Angeles  to  Washington  State, 
and  includes  Arizona  and  Idaho,  Iowa — not  Iowa,  but  that  region,  it 
is  regions  nine  and  ten. 

Mr.  Skaggs.  And  the  Washington,  D.C.  MEGA  center  would  be 
basically  a  mid-Atlantic  center? 

Mr.  Encinias.  Yes,  sir. 
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Mr.  Skaggs.  Is  that  what  is  envisioned? 

Ms.  Young.  That  is  right. 

Mr.  Skaggs.  Are  there  currently  Minority  Business  Development 
Centers  in  these  areas,  I  assume,  so  that  this  is  again  an  integra- 
tion of 

Ms.  Young.  Yes,  they  are. 

[Clerk's  note.— Subsequent  to  the  hearing,  the  following  informa- 
tion was  submitted.] 
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THE  MEGA  CENTER  INITIATIVE 
Purpose  and  Objectives: 

The  MEGA  Center  Initiative  is  an  innovative  effort  designed  to  address  the  more  advanced, 
complex  business  needs  of  minority  entrepreneurs  as  they  enter  into  more  aggressively 
competitive  business  arenas.    As  with  all  Agency  efforts,  the  key  objectives  of  the  MEGA 
Center  Initiative  are  as  follows: 

-  Promote  minority  business  at  the  national,  state,  and  local  levels  in  both  the  private  and 
public  sectors  to  improve  economic  security  and  create  more  jobs. 

-  Provide  hands-on  professional  business  assistance  to  minority  entrepreneurs,  to  create  more 
investment,  greater  revenues,  more  jobs. 

-  Facilitate  minority  business  access  to  markets,  capital,  and  business  information  to  improve 
their  competitive  position  in  the  marketplace,  thereby  contributing  to  the  health,  and 
productivity  of  the  national  economy. 

What  makes  this  client  service  initiative  different  than  other  Agency  efforts  is  that  MEGA 
centers  will  have  more,  experienced  personnel  to  provide  complicated  technical  services  for  their 
minority  clients  in  high  growth  markets,  such  as  franchise  development,  international  trade, 
capital  development,  construction  assistance  and  bonding,  as  well  as  high  tech  and  other 
emerging  industries.  In  addition,  MEGA  Centers  will  utilize  advanced  electronic  information 
systems  in  assisting  their  clients.  The  expanded  services  of  the  MEGA  Centers  are  intended  to 
enhance  the  size,  profitability  and  viability  of  minority-owned  businesses  and  increase  job 
opportunities. 


Evaluation  Tools: 

MBDA  addresses  program  performance  in  three  basic  ways.    First,  the  Agency  requires 
specific  minimum  qualitative  and  quantitative  performance  goal  levels  based  upon  the  minority 
concentration  and  characteristics  of  each  of  its  geographic  service  areas.    Second,  the  Agency 
periodically  reviews  and  rates  performance  throughout  the  course  of  an  award.    Finally,  it 
evaluates  the  overall  cumulative  performance  based  on  the  findings. 
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The  MEGA  Center  initiative  has  two  types  of  key  performance  indicators: 

-  Quantitative  Performance  Indicators  measure  such  areas  as  professional  hours  of  service  to 
minority  clients,  the  number  of  minority  clients  assisted,  the  dollar  value  of  financing 
approved  for  minority  clients,  and  the  dollar  value  of  procurement  contracts  approved  for 
minority  clients. 

-  Qualitative  Performance  Indicators  measure  client  satisfaction  with  services  rendered, 
market  research  and  promotion  activities,  and  quality  control  systems  of  the  MEGA 
Center. 


Year-to-Date  Performance  Results: 

The  twelve  month,  minimum  quantitative  performance  goals  for  the  pilot  MEGA  Center  in 
Chicago  are  as  follows: 


Performance  Indicators  Performance  Goal 

Levels 

Hours  of  Management  &  Technical  Assistance  24,000 

Number  of  Minority  Clients  Assisted  474 
Combined  Dollar  value  of  Financial 

Packages  and  Procurements  $34,000,000 

The  year-to-date  (three  months)  actual  performance  of  the  MEGA  Center  is  as  follows: 

Performance  Indicators  Y-T-D  Goal  Y-T-D  Actual  Percent 

Achievement 
Hours  of  Management  & 
Technical  Assistance  2,000  1,182  59.1 

Number  of  Minority 
Clients  Assisted  50  62  124.0 

Dollar  Value  of  Financial 
Packages  100,000  967,000  967.0 

Dollar  Value  of 
Procurements  100,000  154,650  154.7 
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To  substantiate  MBDA's  program  requirements,  program  evaluation  guidelines  were  established 
based  on  client  satisfaction,  the  ability  to  attract  and  retain  public  and  private  sector  resources, 
the  ability  to  perform  in  areas  of  capital  and  market  development,  construction  and  technology 
with  a  higher  level  of  expertise  than  the  traditional  business  centers.  Preliminary  evaluations 
have  surfaced  the  following  strengths  and  improvements. 

Concept  Strengths: 

The  client  satisfaction  rating  for  the  first  quarter  of  performance  was  100%.  According  to  our 
monitors,  client  written  responses  were  enthusiastic  regarding  the  MEGA  Center  and  its 
services. 

There  were  a  number  of  ideas  tested  under  the  pilot  award  that  proved  to  be  quite  successful. 
First  of  all,  both  the  construction  and  capital  development  functional  components  are  doing  very 
well.  Of  particular  interest  is  the  Surety  Review  Panel  which  is  made  up  of  representatives  from 
the  American  Association  of  Sureties  and  the  Association  of  Bond  Producers.  This  panel  has 
been  quite  successful  in  obtaining  bonds  for  minority  contractors  at  reasonable  rates,  which  is 
a  major  accomplishment  for  minority  firms  in  the  construction  industry. 

The  center  also  obtained  8,000  square  feet  of  prime  office  space  in  the  Loop  as  an  inkind 
contribution  from  a  bank  in  Chicago,  where  the  MEGA  Center  headquarters  is  located.  The 
consortia  is  made  up  of  experts  in  their  field.  For  example,  the  capital  development  component 
is  subcontracted  to  a  firm  which  is  an  expert  in  the  venture  and  equity  capital  markets.  The  two 
minority  banks  in  Chicago  are  working  closely  with  the  center  so  that  the  center  will  automate 
its  finance  packages.  The  Mega  Center  was  enthusiastically  and  rousingly  received  by  the 
minority  business  community.  It  received  thousands  of  phone  inquiries  during  its  first  quarter 
of  operations.  MBEs  in  the  area  think  the  MEGA  Center  concept  is  needed  and  will  be 
successful. 

Improvements: 

The  MEGA  Center  in  Chicago  did  not  allow  sufficient  time  for  start-up  activities.  The  MEGA 
Center  was  formed  via  a  consortium  of  five  different  organizations.  Time  was  needed  to  come 
together,  arrange  and  set  up  office  space,  and  computer  hardware,  software,  and  networking 
requirements.  In  addition,  the  center  was  over  publicized  before  it  was  ready  to  open  its  doors. 

Any  future  MEGA  Center  must  have  an  initial  award  period  of  at  least  1 8  months  including  a 
four  month  startup  period. 
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1993  PROGRAM  MANAGEMENT 

Mr.  Skaggs.  The  President's  investment  package,  as  I  under- 
stand it,  includes  some  money  to  replenish  your  base  for  this  fiscal 
year.  What  happens  if  that  package  is  not  adopted? 

Ms.  Young.  Sir,  it  doesn't  only  include  money  to  replenish;  it  in- 
cludes some  emergency  money  that  we  need.  If  we  do  not  get  that 
money,  project  monitors  and  program  monitors  will  not  be  able  to 
monitor  the  projects,  and  we  have  done  very  little  monitoring  this 
year,  because  we  have  been  living  from  day-to-day.  The  possibility 
exists  that  we  would  have  to  furlough  staff.  That  would — but  we 
thought  about  that,  and  we  are  talking  to  the  administration,  be- 
cause if  all  of  the  politicals  don't  come  on,  then  we  might  be  able  to 
skate  around  some  of  that. 

But  the  worst  thing  is  that  we  cannot  do  outreach.  And  when  we 
do  outreach  we  are  able  to  tap  potential  customers  that  go  through 
the  centers.  When  these  customers  go  through  the  centers  and 
become  clients,  businesses  are  created,  then  that  means  people  are 
employed.  So  the  loss  of  this  money  hurts  MBDA.  It  hurts  the  field, 
it  hurts  the  MBDC  and  projects  in  the  areas. 

And  when  I  say  "projects",  I  am  talking  about  the  Minority  Busi- 
ness Development  Centers  will  lose,  also.  And  jobs  are  not  created, 
businesses  are  not  started,  and  businesses  are  not  expanding.  So  it 
is  a  loss  for  us  if  we  do  not  get  the  money. 

1994  PROGRAM  MANAGEMENT 

Mr.  Skaggs.  What  is  the  minimum  that  you  need  to  avoid  a  fur- 
lough or  a  RIF  circumstance? 

Ms.  Young.  Well,  we  had  requested  1.8,  and  believe  me,  we  could 
use  1.8  or  2  million.  But  if  you  gave  up  about  1.5  to  1.7 — we  figured 
it  out  last  week  and  said  1.7.  But  if  we  got  1.5,  we  could  make  it. 

Mr.  Skaggs.  Maybe  we  could  get  you  all  into  a  bidding  war  here, 
get  it  down  under  a  million. 

AUTHORIZING  LEGISLATION 

Mr.  Skaggs.  What  is  the  status  of  an  administration  proposal  for 
authorizing  legislation  for  your  agency? 

Ms.  Young.  Right  now  Secretary  Brown  is  actively  reviewing 
that,  and  at  this  stage  I  don't  know.  Secretary  Brown  is  actively 
reviewing  it,  and  as  you  know,  we  still  are  existing  under  an  execu- 
tive order.  Anything  that  you  all  can  do  to  speed  that  up,  that 
would  help,  too,  because  it  would  just  enhance  our  program. 

Mr.  Skaggs.  You  don't  have  a  sense  of  the  timetable? 

Ms.  Young.  I  really  don't. 

Mr.  Skaggs.  For  an  administration  request  for  an  authorization? 

Ms.  Young.  No. 

Mr.  Skaggs.  The  carryover  that  existed  from  fiscal  1992  to  fiscal 
1993  was  about  $5,667  million.  You  don't  show  any  carryover  from 
1993  to  1994.  I  am  interested  in  both  the  explanation  for  the  sub- 
stantial amount  that  came  into  this  fiscal  year,  and  I  think  I  know 
the  answer  as  to  why  there  is  no  carryover  to  the  next  fiscal  year, 
but  if  you  could  respond. 

Ms.  Young.  Well,  I  am  glad  to  say  that  we  don't  have  one  and 
we  won't  have  one  this  year,  we  don't  have  an5rthing  to  carry  over. 
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Ms.  BouLWARE.  Of  the  5.6  million  that  carried  over,  2  million  of 
that  was  for  hurricane  relief  which  we  received  too  late  in  the  year 
to  expend.  About  another  650,000  of  that  came  from  the  riot  money 
that  was  waiting  also  to  be  obligated.  A  great  portion  of  it  came 
from  what  we  call  unassigned  funds,  which  are  recoveries  from 
prior  year  obligations  and  debt  collections  that  comes  too  late  in 
the  year  to  spend. 

So  of  that  amount,  approximately  2.3  represented  projects  that 
were — you  could  legitimately  call  carryover,  and  those  have  been 
obligated  now.  In  addition,  because  of  our  burden  for  audits  that 
we  must  do  for  which  we  have  never  received  funds,  plus  the  de- 
crease of  a  million  dollars  that  we  got  in  our  program  account,  we 
don't  anticipate  having  any  carryover  this  year. 

Mr.  Skaggs.  I  am  sorry,  would  you  identify  yourself  for  the 
record,  or  did  I  miss  that? 

Ms.  BouLWARE.  No.  I  am  sorry.  My  name  is  Harolyn  Boulware 
and  I  am  Budget  Officer  for  MBDA. 

AUDIT  REPORT 

Mr.  Skaggs.  A  couple  of  years  ago  GAO  did  a  report  identifying 
some  program  weaknesses.  Would  you  just  give  me  a  quick  descrip- 
tion of  the  efforts  that  the  agency  has  made  in  the  last  two  years 
to  address  the  GAO-identified  program  weaknesses? 

Ms.  Young.  I  am  going  to  address  both  the  GAO  and  the  OIG. 

Mr.  Skaggs.  Please. 

Ms.  Young.  I  am  proud  to  say  that  MBDA  as  of  this  day  is  not 
on  high  risk.  The  management  recommendations  that  GAO  re- 
quested have  been  taken  care  of.  There  may  be  one  outstanding, 
and  I  think  that  one  is  getting  an  auditor  for  our  debt  management 
branch.  When  we  get  the  approved  stimulus  package  that  I  know 
that  we  are  going  to  get,  then  we  can  take  care  of  that  one. 

But  the  management  recommendations  from  them,  and  the 
hiring  of  people  was  not  able  to  be  done  in  some  cases,  but  we  were 
able  to  detail  people  to  correct  the  internal  control  weaknesses  that 
they  had  predicted. 

Mr.  Skaggs.  Just  looking  at  one  of  these,  and  it  is  relevant  I 
think  to  our  earlier  discussion  I  think  about  the  MEGA  centers, 
the  second  recommendation  was  to  provide  for — the  third,  develop 
meaningful  performance  standards  that  allow  MBDA  to  determine 
whether  projects  achieved  planned  goals,  and  that  is  a  more  suc- 
cinct way  of  stating  what  I  was  trying  to  get  at  with  respect  to  the 
the  other  project.  So  if  you  could  in  your  response  for  the  record  do 
it  in  terms  of  the  program  evaluation  recommendations  that  GAO 
identified,  that  would  be  particularly  helpful. 

Ms.  Young.  Okay.  Very  good.  We  will  do  that. 

[The  information  follows:] 

GAO  Report 

To  satisfy  GAO's  recommendations  on  program  evaluation,  qualitative  perform- 
ance measures  were  increased  from  35  to  50  points.  These  performance  measures 
include  client  satisfaction,  market  research  &  promotion,  client  inventory  and  qual- 
ity control.  GAO's  recommendations  are  reflected  in  detail  in  the  response  to  the 
earlier  question  on  MEGA  Centers. 
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Mr.  Skaggs.  We  will  have  some  more  questions  which  we  will 
ask  you  to  respond  to  for  the  record  and  we  appreciate  your  being 
here  this  morning  and  your  good  work. 

Ms.  Young.  Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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QUESTIONS  FOR  THE  RECORD  SUBMITTED  BY  CONGRESSMAN  SKAGGS 

MEGA  CENTER 

QUESTION: 

Although  you  are  pilot  testing  the  one  MEGA  Center  in 
Chicago,  you  have  requested  an  additional  $5  million  in  FY 
94  for  three  more  to  open.  How  long  is  the  "pilot  test" 
scheduled  to  last  and  what  are  the  criteria  that  will  be 
used  to  evaluate  1)  if  the  Chicago  MEGA  Center  is 
successful,  and  2)  whether  the  three  additional  MEGA 
Centers  should  be  opened? 

ANSWER: 

The  Chicago  MEGA  Center  is  the  pilot  of  a  new  concept — 
state-of-the-art  assistance  centers  that  serve  start-up  and 
existing  minority  businesses  with  enhanced  services.  The 
cooperative  agreement  is  for  one  year,  subject  to  two 
annual  renewals  contingent  on  its  success  and  the 
availability  of  funds.  The  main  criteria  used  to  evaluate 
it  are:  (1)  whether  it  meets  its  goals  regarding  the 
numbers  of  clients  assisted;  (2)  the  quality  of  the 
assistance  provided;  (3)  the  numbers  of  procurements  and 
financial  packages  approved;  and  (4)  the  amount  and  quality 
of  the  hours  of  technical  assistance  provided. 

Actual  performance  for  the  first  three  months  indicate  that 
the  center  has  exceeded  all  but  one  of  its  quantitative 
goals  by  well  over  100%.  To  augment  MBDA's  program 
requirements,  program  evaluation  guidelines  were 
established  based  on  client  satisfaction,  the  ability  to 
attract  and  retain  public  and  private  sector  resources,  the 
ability  to  perform  in  areas  of  capital  and  market 
development,  construction,  and  technology  with  a  higher 
level  of  expertise  than  the  traditional  business  centers. 
Other  criteria  used  are  whether  the  center  is  acceptable  to 
the  minority  business  community,  the  banks,  government  and 
private  sector  procurement  agencies  and  other  interested 
parties. 

The  future  of  the  MEGA  center  approach  to  business 
assistance  is  contingent  upon  the  success  of  the  Chicago 
MEGA  center.  The  areas  selected  for  the  additional  Mega 
centers  will  be  Metropolitan  Areas  with  the  largest 
concentrations  of  minority  populations  and  minority 
businesses.  These  communities  require  a  different  type  of 
business  assistance;  that  is,  they  require  services  for 
start-ups,  existing  and  expanding  businesses.  It  is  not 
cost  effective  to  operate  centers  in  smaller,  or  rural 
areas,  with  sparser  minority  populations  and  businesses. 
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QUESTION: 


Your  1994  request  shows  no  increase  in  personnel  over 
the  1993  appropriated  level.  If  you  open  the  MEGA 
Centers,  will  you  have  adequate  staff  to  oversee  these 
new  centers? 

ANSWER: 

No  additional  staff  will  be  needed.  The  MEGA  Centers, 
like  MBDA's  traditional  centers  provide 
management   and   technical   assistance   to   minority 
clients  through  cooperative  agreements  with  private 
sector  business  consultants.   The  center's  staff  is 
made  up  of  non-federal  personnel  who  provide  client 
intake  and  referral  as  well  as  such  services  as 
business   and   market   plan   development   and   loan 
packaging.   MBDA  field  staff,  located  in  six 
regional  offices,  monitor  the  center's  performance. 
In  addition,  headquarters  staff  has  oversight 
of  both  the  regions  and  their  projects  and  progreuns. 
The  addition  of  MEGA  Centers  will  not  increase  staff 
requirements . 

QUESTION: 

If  the  $5  million  is  approved,  is  this  a  one  time  cost 
to  get  the  MEGA  Centers  started  or  is  this  a  permanent 
added  cost  of  having  four  MEGA  Centers? 

ANSWER: 

The  $5  million  will  be  a  permanent  added  cost  of  having 
up  to  four  MEGA  Centers. 

QUESTION: 

Why  would  you  only  be  able  to  outlay  half  of  the  $5 
million  in  FY  94? 

ANSWER: 

MBDA's  historical  first  year  progreun  outlay  rate  is 
50%.  Because  the  process  for  awarding  competitive 
cooperative  agreements  takes  a  minimum  of  12  0  days, 
first  year  projects  are  awarded  no  earlier  than  four 
months  from  the  date  of  appropriation.  Funds  may  then 
be  drawn  down  by  the  recipient  monthly,  based  on  need. 
For  new  projects,  start-up  costs  are  generally  lower 
than  full  operational  costs  resulting  in  negligible 
outlay  for  the  first  few  months  of  operation.  This 
rate  has  been  accepted  by  OMB  as  MBDA's  traditional 
first  year  outlay  rate. 
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QUESTION: 

If  the  MEGA  Center  project  is  deemed  to  be  successful, 
would  the  Agency  consider  restructuring  its  entire 
operation  under  the  MEGA  Center  concept? 

ANSWER: 

From  the  MEGA  Center,  the  agency  will  learn  what 
components  can  be  added  to  other  business  assistance 
centers.  For  instance,  smaller  areas  where  there  will 
be  substantial  federal  transportation  spending  may  need 
specialists  in  construction  bonding  so  that  minority 
companies  can  participate.  The  MEGA  Center,  which  has 
construction  bonding  assistance  will  demonstrate  what 
types  of  construction  bonding  assistance  are  useful  for 
start-up  minority  construction  firms.  Our  BDCs  need  to 
be  upgraded  and  the  MEGA  Centers  provide  us  a  mechanism 
to  determine  how  they  should  be  upgraded. 

It  would  also  add  some  of  the  additional  progrzun 
components  which  the  MEGA  Centers  have  in  other  areas 
of  the  network  where  they  are  needed,  such  as 
international  trade  and  specialized  construction 
contractor  assistance.  The  strategy  of  the  agency  is 
to  place  a  MEGA  Center  in  each  of  the  six  M6DA  regions, 
and  to  have  the  MBDCs  located  in  the  respective  regions 
access  the  additional  services  offered  by  the  MEGA 
Centers  for  their  clients. 

QUESTION: 

Is  it  feasible  that  the  Mega  Center  concept  could  be 
applied  to  Indian  tribe  assistance? 

ANSWER: 

One  of  the  MEGA  Center's  main  concepts  is  to  provide 
expanded  and  more  sophisticated  business  services  to 
clients  within  large  metropolitan  areas  having  more 
complex  requirements  than  those  of  the  regular  centers. 


The  IBDCs  would  be  linked  with  the  MEGA  Center  in  their 
region,  if  such  a  MEGA  Center  were  opened.   Moreover, 
from  the  MEGA  Center  we  will  learn  what  additional 
services  can  effectively  be  provided  to  the  IBDCs  such 
as  foreign  trade  and  tourism. 
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ADJUSTMENTS  TO  BASE 

QUESTION: 

Will  the  entire  $5  million  increase  in  the  business 
development  area  go  towards  the  MEGA  Centers? 

ANSWER; 

The  entire  $5  million  increase  request  is  for  the  MEGA 
Centers. 


TECHNOLOGY 


QUESTION; 


MBDA  has  funded  two  initiatives  in  the  area  of 
technology  which  will  worX  to  improve  the  number  and 
expertise  of  minorities  in  the  telecommunications 
industry:  Comtrain  and  Telecap.  How  much  money  will  be 
spent  on  each  progreun  in  FY  93?  How  many  participants 
are  involved  in  each  program? 

ANSWER: 

Comtrain  is  a  training  prograun  for  new  minority 
radio  and  television  station  owners  that  is  offered 
during  the  crucial  start-up  stage  of  business 
development.  The  purpose  of  the  program  is  to  provide 
a  training  experience  that  will  contribute  to  building 
viable  minority-owned  broadcast  enterprises.  Comtrain 
is  designed  to  train  the  new  minority  broadcast 
property  owner  through  placement  and  mentoring  with  an 
established  non-minority  or  multi -property  minority 
broadcast  operator.  Comtrain  is  primarily  conducted  in 
two  phases.  Phase  I  provides  executive  training  of  two 
to  five  days  at  a  broadcast  station  owned  by  a 
corporate  sponsor.  In  Phase  II,  corporate  sponsors 
donate  management  employees  who  volunteer  to  assess 
the  operational  systems  of  newly  established  minority- 
owned  radio  and  television  stations.  The  goal  of  the 
Comtrain  program  is  to  train  25  new  minority  broadcast 
owners  over  a  three  year  period. 

Comtrain  .iras  established  by  an  Interagency  Agreement 
between  NTIA  and  MBDA.  Its  purpose  is  to  improve  the 
likelihood  of  success  as  well  as  the  number  of 
minority-owned  communications  facilities.  NTIA's 
responsibility  is  to  select  participating  broadcast 
associations,  identify  eligible  participants,  ptiblicize 
Comtrain  services  function  as  a  liaison  between  the 
minority-trainee  and  the  association  and  perform 
follow-up  evaluations  and  program  modifications.  MBDA 
is  responsible  for:  funding  Comtrain,  publicizing  the 
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program,  making  the  program  available  to  its  MBDCs 
throughout  the  country  and  training  them  in  the  use  of 
the  program. 

To  date,  two  station  owners  now  operating  in  Ohio  and 
Missouri  have  completed  the  training  and  14  others  are 
currently  being  trained. 

In  FY' 93,  no  additional  monies  will  be  spent  on 
Comtrain  by  MBDA.  The  initiative  is  operating  under  a 
prior  year  $181,000  interagency  agreement. 
The  Telecap  initiative  was  established  by  a  Memorandum 
Of  Understanding  (MOU)  between  NTIA  and  MBDA  to 
directly  influence  minority  economic  participation  in 
the  area  of  telecommunications.  To  implement  Telecap, 
MBDA  funded  a  $344,245  interagency  agreement  with  NTIA 
($244,245  in  FY'91  and  $100,000  in  FY'92).  An 
additional  $100,000  was  added  after  determining,  from 
the  first  round  of  contract  competition,  that  the 
original  amount  was  not  enough  for  the  level  of  work 
required.  In 
FY  '93  no  additional  funds  will  be  spent  for  Telecap. 

NTIA  is  the  lead  agency  in  Telecap  and  manages  the 
project.  The  Telecap  project  has  three  phases  -  1. 
Research,  2.  Industry  and  leadership  briefings  and  3. 
MBDC  training.  The  research  effort  will,  through  a 
contractor,  identify  and  analyze  key  investment 
strategies,  present  case  studies  of 

successful  minority  telecommunications  businesses  and 
develop  new  models  for  telecommunications  investment 
and  capital  formation.  In  more  specific  terms,  Telecap 
will  report  on  the  following; 

1.  Status  of  minority  investments  in  the 
telecommunications  industry 

2.  Initial  capitalization  of  those  investments 

3.  Capital  structure  of  firm  and  how  the  capital  was 
raised 

4.  Comparative  case  studies  of  4-6  minority 
telecommunications  properties  and 

5.  Appropriate  financial  intermediaries  to  attract 
and  pool  funds  from  both  the  minority  as  well  as 
the  general  financial  community  for  investment  in 
minority-owned  telecommunications  properties. 

The  research  portion  of  Telecap  is  not  designed  for 
participants.  It  is  a  contract  effort  that  will  yield 
new  models  for  developing  capital  for  telecommunication 
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businesses.  The  Telecap  prograun's  prospective 
participants  are  minority  business  investors  and 
professional  and  business  groups,  MBDCs,  and  others  who 
have  a  primary  interest  in  telecommunications  through 
joint  business  arrangements  with  minorities.  MBDCs 
will  participate  in  disseminating  the  research  results. 

Industry  and  leadership  briefings,  to  be  conducted  by 
contractor  will  be  coordinated  by  MBDA  and  NTIA.  They 
will  be  targeted  to  minority  business  groups  and 
leaders  with  a  primary  interest  in  telecommunications 
and  others  who  may  be  interested  in  the  results  of  this 
project. 

MBDC  training,  to  be  conducted  by  contractor,  will 
focus  on  the  results  of  the  study  and  how  MBDCs  can 
assist  clients  in  telecommunications. 

QUESTION: 

In  the  Comtrain  program,  MBDA  is  worlcing  with  NTIA  to 
match  new  telecommunications  property  owners  with 
established  multi-unit  owners  who  serve  as  mentors  and 
advisors  to  the  new  owners.  Is  NTIA  contributing  any 
of  the  funding  of  this  prograun?  If  so,  how  much  will 
they  contribute? 

ANSWER: 

No.  The  Memorandum  of  Understanding  which  governs 
the  activities  of  MBDA  and  NTIA  specifies  that  MBDA 
will  provide  funding  for  the  Comtrain  project  and 
that  NTIA  will  contribute  staff  and  other  Agency 
personnel  and  expertise  as  necessary. 

QUESTION: 

To  date,  two  station  owners  have  completed  the  Comtrain 
program.  What  is  involved  in  completing  the  progreun? 
How  long  does  it  last? 

ANSWER: 

The  Comtrain  prograun  is  primarily  conducted  in  two 
phases.  Phase  I,  provides  executive  training  of  two  to 
five  days  in  duration  at  a  broadcast  station  owned  by 
a  corporate  sponsors.  In  Phase  II,  corporate  sponsors 
donate  management  employees  who  volunteer  to  assess 
the  operational  systems  of  newly  established  minority- 
owned  radio  and  television  stations.  Substantial 
periods  of  time  may  elapse  between  receiving  FCC 
permits  and  actually  building  a  station.  Although  the 
formal  phase  of  Comtrain  ends  with  Phase  II,  most 
trainees  maintain  on-going  relationships  with  their 
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station  hosts. 


The  benefits  to  be  gained  from  completing  the  Comtrain 
progr<un  are  as  follows: 

Hands  on  in-station  internship  through  the 
Minority  Executive  Training  Program.  The  core  of 
this  experience  includes  management  models  for 
the  participant's  own  operation  in  such  areas  as 
personnel  structure,  ratings,  sales,  marketing 
strategies,  equipment  selection  and  engineering 
concerns,  programming  issues,  legal  and 
management  issues  and  any  other  operational  areas 
not  deemed  confidential. 

An  evaluation  of  start-up  operations  by  highly 
experienced  and  trained  Volunteer  Consultant 
Corps  in  the  broadcasting  industry  to  prevent  or 
solve  problems. 

Comtrain  participants  receive  a  package  of  an 
books,  pamphlets  and  articles  that  provide 
information  and  instruction  on  areas  of  broadcast 
management  in  either  radio  or  television,  (  e.g.. 
Audience  Ratings,  Record  Retention  Guide, 
Developing  an  Effective  Business  Plan, 
Engineering  Handbook,  Personnel  Guide,  and 
Employee  Compensation  and  Fringe  Benefit  Guide) . 

QUESTION: 

Ultimately,  if  the  new  owners  are  successful  under  the 
Comtrain  prograun,  it  provides  more  competition  for  the 
multi-unit  owners  which  could  decrease  their  market 
share  and  profits.  Therefore,  what  incentive  do  the 
multi-unit  owners  have  to  do  a  good  job  of  mentoring 
and  advising  the  new  members? 

ANSWER: 

In  administering  Comtrain,  NTIA  makes  all  corporate 
sponsors  aware  of  the  location  of  the  new  station  and 
discusses  any  possible  market  conflicts  with  them. 
Collectively,  corporate  sponsors  have  over  100  stations 
sites  across  the  country.  They  do  not  have  to  train  a 
new  owner  who  would  be  competition  with  any  of  their 
stations. 
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QUESTION; 

What  is  the  status  of  the  Telecap  progrzun  and  the 
investment  and  capital  development  model  that  was 
discussed?  Perhaps  you  can  briefly  describe  your 
vision  of  the  Telecap  progreun  and  how  it  will  help 
minorities  to  enter  and  participate  in 
telecommunications. 

ANSWER: 

Telecap  is  a  project  to  enable  minority  business 
persons  and  firms  to  more  easily  access  the 
telecommunications  industry.  Since  capital 
availability  significantly  affects  the  formation  of 
minority  businesses,  the  primary  intent  or  Phase  1  of 
Telecap  is  to  develop  a  model (s)  for  capital 
accumulation  and  investment.  Phase  11  will  inform  the 
MBE  community  of  the  results  and  benefits  of  this 
research,  and  Phase  111  will  provide  MBDCs  with 
training  on  how  to  use  it  to  assist  MBEs. 

Telecap  was  awarded  in  December  1992  for  a  12  month 
period  of  performance.  Currently,  the  contractor  is 
developing  a  model  to  pool  minority  resources  and 
leverage  public  and  private  sector  funds  to  create  new 
sources  of  capital  for  minority  telecommunications 
enterprises.  NTIA  has  reviewed  draft  reports  on  the 
financial  telecommunications  industry  and  case  studies 
of  financial  strategies  used  by  minority 
telecommunications  entrepreneurs.  This  research 
provides  the  foundation  for  the  models  which  is  the 
next  step.    The  model (s)  is  due  in  July,  1993. 

6SA  RENT 

QUESTION: 

Where  are  the  offices  of  the  Minority  Business 
Development  Agency  currently  located? 

ANSWER: 

All  Headquarters  offices  of  MBDA  are  in  the  Hoover 
Building  which  is  located  at  14th  &  Constitution 
Avenue,  N.W.,  Washington,  DC.  The  location  of  the 
Agency's  six  regional  offices  and  four  district  offices 
are  as  follows: 

OFFICE/LOCATION 


Atlanta  Regional  Office 

The  Summit  Building 

401  West  Peachtree  St.,  N.W. 
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Room  1715 

Atlanta,  Georgia 

Chicago  Regional  Office 

Mid-Continental  Plaza  Building 

Suite  1440 

55  East  Monroe  Street 

Chicago,  Illinois 

Dallas  Regional  Office 
Federal  Office  Building 
Room  7B23 

1100  Commerce  Street 
Dallas,  Texas 

New  York  Regional  office 

Federal  Office  Building 

Room  372  0 

26  Federal  Plaza 

New  YorX,  New  York 

San  Francisco  Regional  Office 

Main  Tower  Building 

Room  1280 

221  Main  Street 

San  Francisco,  California 

Washington  Regional  Office 
Westend  Court  Building 
Suite  701 

1255  -  22nd  Street,  N.W. 
Washington,  D.C. 

Boston  District  Office 
Federal  Office  Building 
Room  418 

10  Causeway  Street 
Boston,  Massachusetts 

Los  Angeles  District  Office 

9660  Building 

Suite  201 

977  North  Broadway 

Los  Angeles,  California 

Miami  District 

Federal  Office  Building 

Room  918 

51  S.W.  First  Avenue 

P.O.  Box  25 

Miami,  Florida 
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Philadelphia  District  Office 
Federal  Office  Building 
Room  10128 
600  Arch  Street 
Philadelphia,  Pennsylvania 


QUESTION; 


You  are  showing  an  increase  of  $122,000  in  rental 
payments  to  6SA  because  rates  are  projected  to  increase 
by  7.35%  in  FY  94.  Is  this  increase  comparable  to  the 
increase  in  other  Commerce  agencies? 

ANSWER; 

Yes,  this  rate  increase  is  comparable  to  the  increase 
in  other  Commerce  Agencies. 

QUESTION; 

Is  there  any  chance  that  6SA  will  be  adjusting  their 
rates  based  on  the  current  commercial  real  estate 
market?  Do  you  feel  the  price  you  are  paying  GSA  for 
space  is  a  fair  amount? 

ANSWER: 

There  is  always  the  chance  that  GSA  will  adjust 
their  rates  through  negotiations  based  on  the 
current  commercial  real  estate  market.   The  agency 
feels  that  the  price  being  paid  to  GSA  for  space  is 
a  fair  amount. 

ADVOCACY 

QUESTION; 

What  is  the  current  circulation  of  Minority  Business 
Today?  Is  it  a  free  ptiblication  or  is  the  price 
included  in  the  fee  that  MBDA  receives  from  its 
customers?  What  is  your  target  audience  for  this 
publication? 

ANSWER; 

Minority  Business  Todav.  the  MBDA  business  assistance 
program  newsletter,  is  distributed  to  minority-owned 
businesses,  minority  business  development  advocacy 
organizations,  members  of  Congress,  federal,  state  and 
local  government  officials,  MBDA-funded  organizations, 
colleges  and  universities,  libraries  and  to  members  of 
the  public  who  request  information  on  the  availability 
of  public  and  private  sector  minority  business 
development  progreuns,  policies  and  issues.   Current 
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circulation  consists  of  8,000  direct  mail  copies  and 
about  7,000  copies  distributed  by  MBDA  or  its  funded- 
MBDC  staff  at  conferences,  workshops  and  seminars  and 
other  public  outreach  events. 

MBDA's  free  circulation  policy  is  based  on  the  long- 
standing difficulty  that  minority  business  owners  and 
their  advocates  face  in  acquiring  much-needed  business 
development  information.  The  publication  provides 
minority  business  with  infoxrmation  on  Commerce 
activities  such  as  NAFTA,  TPCC,  and  export  promotion. 


MBDA  PROCESS 

QUESTION: 

Briefly  describe  the  process  of  how  MBDA  helps  the 
typical  minority  who  is  asking  for  assistance  and  is 
interested  in  starting  their  own  business. 

ANSWER: 

The  typical  minority  client  is  referred  to  and  goes  to 
one   of   our   centers.     The   potential   client   is 
interviewed  to  determine  what  his/her  needs  are.   the 
center  then  provides  information  on  the  services  that 
are  available,  the  cost  of  the  specific  services  and 
the  length  of  time  the  engagement  might  take.    The 
services  provided  usually  involve  developing  a 
business/marketing/finance  plan,  assessing  the 
financial  condition  and  the  skills  and  experience 
relating  to  the  type  of  business  he/she  plans  to  open. 
It  also  involves  analyzing  his/her  financial  position 
and  credit  worthiness,  and  a  determination  of 
additional  capital  infusion  requirements.  The  centers 
then  assist  the  client  in  obtaining  loans,  surety  bonds 
and  other  financial  instruments.   Upon  obtaining 
financing  the  centers  help  the  client  with  access  to 
markets  for  his/her  business.  The  marketing  assistance 
includes  help  in  obtaining  sales  opportunities, 
identifying  potential  procurements  and  linking  with 
local  purchasing  officials. 

QUESTION: 

If  I  2U&  not  a  minority,  and  I  contact  the  MBDA  about 
starting  a  business,  would  I  receive  any  assistance 
from  MBDA?   If  not,  where  would  I  be  referred? 

ANSWER: 

In  general,  MBDA  refers  anyone  who  is  not  a  minority  to 
many  of  the  other  agencies  which  provide  assistance  to 
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everyone.  These  might  include  SBA's  university 
centers,  other  federal  agencies,  state  and  local 
government  agencies,  and  private  organizations. 


PERFORMANCE  AND  COMPLIANCE  AUDITS 

QUESTION: 

How  many  program  and  compliance  audits  will  be 
performed  in  FY  93?  How  often  do  you  anticipate 
auditing  each  of  the  Business  Service  Centers? 

ANSWER: 

All  103  MBDCs  and  IBDCs,  which  represent  the  total  are 
scheduled  to  be  audited.  Based  upon  OMB  requirement, 
MBDCs  are  to  be  audited  annually.  However,  if  an  award 
not  audited  until  the  second  year  of  operation,  the 
first  year  of  operation  must  also  be  audited  at  that 
time. 

QUESTION: 

Do  you  anticipate  a  similar  timetable  for  the  auditing 
of  the  new  Mega  Centers? 

ANSWER: 

Yes. 

AMERICAN  INDIAN  PROGRAMS 

QUESTION: 

Part  of  MBDA's  efforts  go  toward  assisting  American 
Indians.  What  percentage  of  MBDA's  resources  are 
devoted  to  programs  for  Indian  business  assistance? 

ANSWER: 

The  American  Indian  population  represents  3.23%  of 
the  total  minority  population  in  this  country  according 
to  the  1990  census  data  and  it  makes  up  1.76%  of  the 
total  minority  businesses  in  the  U.S.A.  according  the 
1987  Survey  of  Minority  Businesses,  the  latest 
available  data.  MBDA  has  demonstrated  its  commitment 
to  the  Indian  Community  by  funding  the  American  Indian 
Program  at  approximately  8%  of  the  total  Enterprise 
Development  prograun  budget. 

QUESTION: 

What  is  the  status  of  the  Native  American  Business 
Association? 
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ANSWER; 

The  initial  Native  American  Business  Association 
award  will  end  on  May  30,  1993.  The  goal  of  the  award 
was  to  create  an  American  Indian  trade  association  so 
that  American  Indians  could  market  their  products  and 
services  both  domestically  and  internationally.  They 
have  achieved  their  goal. 

MINORITY  BUSINESS  TRADE  MISSIONS 

QUESTION: 

Budget  justifications  refer  to  the  recent  Minority 
Business  Trade  missions  to  the  Middle  East  and  Mexico 
conducted  jointly  with  the  International  Trade 
Administration  (ITA) .  What  were  the  total  costs  of  the 
trade  missions,  and  what  was  the  Federal  contribution? 
Please  provide  specific  details  for  the  record. 

ANSWER: 

A  preliminary  accounting  of  monies  spent  for  the  three 
trade  missions  includes  MBDA  federal  funds  expended  and 
non  federal  funds  required  of  minority  business 
participants  as  follows: 

Federal        Non  Federal 

Middle  East...  $33,763  ... 

Mexico  92...     29,509  plus   $11,000  (Non-Federal) 

Mexico  93 44.400  plus    19,500  (Non-Federal) 

Totals $107,672         $30,500 

QUESTION: 

Are  you  planning  to  sponsor  any  additional 
international  missions  in  this  fiscal  year,  and  if  so, 
to  where? 

ANSWER: 

No  trade  missions  are  scheduled  for  fiscal  year 
FY'94. 

QUESTION: 

How  do  you  measiire  the  success  of  these  trade  missions? 

ANSWER: 

Trade  missions  are  measured  by  ITA  through  end  of  event 
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evaluations/quality  assurance  surveys  to  assess 
progress  in  the  following  areas  where  applicable  to  the 
objectives  of  the  trade  mission; 

Tangible  Results 

-  Niimber  of  targeted  business  contacts  per  delegate 
per  site  visit. 

Number  and  quality  of  U.S.   foreign  business 
relationships  formed  from  missions  e.g.; 

Joint  Ventures      .     Teaming  Agreements 

Agent/Distributor    .    Overseas  Plant  and 

Office  Openings 
Agreements 

-  Nximber,  size  and  duration  of  contracts  from  the 
missions 

Intangible  Results 

-  Communicating  to  foreign  governments  that  the 
minority  business  community  is  capable  of 
delivering  quality  goods  and  services 

-  Exposing  NBEs  to  potential  foreign  subcontracting 
opportunities 

Exposing   MBE   participants   to   MBDA   and   DOC 
programs . 

Middle  East  Mission  Report 

On  January  9-21,  1992,  MBDA  and  ITA  jointly  led  a 
delegation  of  17  minority  businesses  on  a  trade  mission 
to  the  Persian  Gulf.  The  purpose  of  the  mission  was  to 
provide  U.S.  minority-owned  firms 

the  torum  to  assess  current  and  potential  commercial 
opportunities  in  the  Middle  East.  The  Persian  Gulf 
Mission  results  were  as  follows: 

The  identification  of  $50  million  in  potential 
contracts  in  the  Persian  Gulf. 

A  total  of  459  sales  leads  over  a  two  week  period 
and  $3.5  million  in  export  sales. 

Three  agent   signings   and   two   joint  venture 
agreements 

Mexico  Trade  Mission  February  1992 

Eleven  minority  companies  were  led  by  MBDA  and  ITA  to 
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Mexico.  During  the  mission,  minority  business 
entrepreneurs  met  with  Mexican  President  Carlos  Salinas 
de  Gortari  and  other  high  level  representatives  from 
the  public  and  private  sectors  to  discuss  how  U.S. 
minority  firms  can  increase  their  business  in  Mexico. 

The  results  of  the  mission  were  as  follows: 

Twenty-nine  one-on-one  meetings  with  Mexican 
businesses  over  a  two-day  period.  Approximately 
two-thirds  of  these  meetings  were  reported  by 
participants  as  business  leads. 

The  opening  of  a  foreign  sales  office  in  Mexico 
City  by  JEFA  International,  one  of  the  companies 
represented  on  the  mission.  The  approximate  cost 
of  the  office  is  $250,000.  JEFA  subsequently 
landed  a  $40  million  contract  ($10  million  over 
four  years)  as  a  result  of  its  initial  contacts 
both  with  the  Mexican  government  and  the  Mexican 
private  sector. 

An  agreement,  in  principle,  between  SECOFI  (the 
Mexican  Department  of  Commerce)  and  the  U.S. 
Department  of  Commerce  to  continue  undertaking 
matching  efforts  between  Mexican  and  U.S.  firms. 

Mexico  Trade  Mission  February  1993 

ITA  and  MBDA  jointly  organized  a  matchmaker  trade 
delegation  of  37  minority  firms  to  Mexico  City, 
February  22-24,1993  to  match  U.S.  participants  with 
potential  agents,  distributors,  and  joint  venture  or 
licensing  partners. 

The  introductions  made  through  this  mission  will 
position  participating  firms  to  take  advantage  of 
timely  export  opportunities  arising  from  the  North 
American  Free  Trade  Agreement. 

The  end  of  event  results  of  the  mission  were  as 
follows: 

Pre-screened  meetings  with  potential 
representatives,  distributors  and  joint  venture 
partners,  arranged  by  the  Commercial  Section  of 
the  U.S.  Embassy  in  Mexico  City,  generated  over 
389  appointments  resulting  in  164  sales  leads. 

$36,120  in  contract  orders,  three  joint  venture 
agreements  and  13  representative  agreements  are 
pending 

Trade  mission  participants  will  be  surveyed  in  ten 
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months  by  ITA's  Matctamaker  prograun  staff. 

RELATIONSHIP  WITH  THE  SBA 

QUESTION: 

With  the  change  in  Administration,  what  is  your  current 
relationship  with  the  minority  business  programs 
administered  by  SBA  and  with  the  Small  Business 
Development  Centers? 

ANSWER: 

MBDA's  relationship  with  SBA  is  one  of  cooperation. 
The  two  agencies  co-sponsor  Minority  Enterprise 
Development  Week  activities  throughout  the  country,  and 
in  particular  in  Washington,  D.C.  The  agencies  have  an 
interagency  agreement  whereby  MBDA  assists  8  (a)  and 
graduate  8(a)  firms.  The  agencies  worked  together  in 
providing  riot  and  disaster  assistance  in  Los  Angeles, 
Mieuni,  Baton  Rouge  ,  and  Hawaii. 

QUESTION: 

How  do  you  avoid  overlap  with  the  SBA-administered 
progrzuns? 

ANSWER: 

There  is  no  overlap  with  the  SBA  progrsuns.  The  programs 
of  the  two  agencies  complement  each  other.  MBDA  refers 
many  people  to  the  SBDCs  for  training  while  the  SBDCs 
hand  refer  many  of  their  clients  to  MBDCs  for  loan 
packaging,  8(a)  certification,  and  marketing  services, 
particularly  for  those  trying  to  locate  procurement  and 
business  opportunities.  As  a  lender,  SBA  cannot  prepare 
loan  packages  or  applications  because  to  do  so  would 
constitute  a  conflict  of  interest.  MBDA,  on  the  other 
hand,  does  prepare  loan  packages  for  its  minority 
clients  because  MBDA  is  not  a  lending  agency.  The  szune 
is  true  of  8(a)  certifications  ,i.e.,  the  certifying 
agency  (SBA)  cannot  assist  the  8(a)  applicant  in 
preparing  the  application  while  MBDC  can. 

CLOSING  THE  "GAP" 

QUESTION: 

For  the  purposes  of  providing  assistance  to  minorities, 
what  is  MBDA's  definition  of  a  minority? 

ANSWER: 

MBDA's  definition  of  a  minority  includes,  "  Blacks, 
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Puerto  Ricans,  Spanish-Speaking  Americans,  American 
Indians,  Eskimos,  Aleuts,  Hasidic  Jews,  Asian-  Pacific 
Americans,  and  Asian  Indians. 

QUESTION: 

Even  though  25%  of  the  current  population  is  black, 
only  6%  of  all  businesses  are  black-owned.  What 
specifically  is  your  agency  doing  to  close  this  gap? 

ANSWER; 

All  minorities,  including  blacks,  account  for  25%  of 
the  population  and  only  6%  of  the  niunber  of  businesses. 

This  gap  will  be  closed  by  substantially  increasing  the 
number  of  minority-owned  firms  and  the  gross  receipts 
and  employees  generated  by  those  firms  by  providing 
management  and  technical  assistance  in  developing 
business  plans  and  by  increasing  access  to  capital  and 
markets.  MBDA  currently  provides  management  and 
technical  assistance  to  minority  companies  and  has 
worked  with  the  Administration  in  its  community  banking 
initiative  as  an  important  new  capital  source  for  small 
businesses. 

Our  Minority  Business  Development  Centers (MBDCs)  and 
Indian  Business  Development  Centers (IBDCs)  assist  in 
the  formation  of  new  firms  and  the  expansion  of 
existing  firms. 

Our  national  initiatives  in  franchising, 
telecommunications,  tourism,  capital  development  and 
international  trade  provide  information  about 
additional  resources  and  market  opportunities  that  the 
MBDCs  can  make  available  to  prospective  and  existing 
minority  entrepreneurs. 

These  initiatives  combined  with  pilot  programs  such  as 
the  MEGA  centers  are  designed  to  increase  the  niimber  of 
firms  that  have  substantial  growth  potential. 

QUESTION: 

By  the  year  2050,  it  is  projected  that  48%  of  the  U.S. 
population  will  be  minorities.  What  long-term  goals 
does  your  agency  have  to  keep  up  with  the  increase  so 
the  "gap"  does  not  widen  any  further? 

ANSWER: 

Secretary  Brown  has  made  a  commitment  to  placing 
minority  business  development  higher  on  the  nation's 
policy  agenda.   His  goals  include: 
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o  Submitting  legislation  to  codify  MBDA's  mission 
and  progreuns. 

o  Determining  methods  to  more  effectively  use 

MBDA's  financial  and  human  resources,  so  that 
larger  numbers  of  clients  can  be  assisted  to 
start  and  expand  businesses. 

o  Encouraging  greater  utilization  of  resources 
available  for  minority  business  development  in 
state  and  local  governments,  the  private  sector    and 
minority  communities. 

o  Assisting  minority  firms  in  penetrating  domestic 
and  international  growth  markets. 

o  Establishing  the  foundation  to  encourage 
minority  youth  to  prepare  for  careers  as  an 
entrepreneur ship . 

QUESTION: 

How  much  is  the  fee  that  you  charge  customers  for  the 
services  provided  by  the  MBDA  Business  Service  Center? 
Do  you  think  this  fee  is  preventing  any  minorities  from 
seeking  your  services? 

ANSWER: 

The  fees  which  the  MBDCs  charge  are  $10  per  hour  for 
those  clients  with  gross  receipts  of  under  $500,000  per 
year,  and  $17.50  per  hour  for  those  which  gross  more 
than  $500,000.  These  are  highly  subsidized  fees  for 
services  provided  by  accountants, CPAs,  professions 
marketing  consultants,  professional  construction 
assistance.  The  going  market  rate  for  some  of  these 
seune  services  is  $  100  or  more  per  hour. 

We  do  not  think  that  these  fees  prevent  minorities  who 
are  serious  about  going  into  business  from  seeking  the 
services  of  our  centers.  The  demand  for  our  services 
keeps  increasing  every  year  as  proven  by  the  increase 
in  the  number  of  clients  who  use  the  services  of  our 
centers.  The  fees  have  the  effect  of  weeding  out  those 
people  who  perhaps  are  not  ready  to  own  a  business  from 
those  who  are.  In  fact  since  the  imposition  of  fees  the 
number  of  minorities  seeking  our  assistance  has 
increased.  The  nximber  of  clients  using  the  M6DC  centers 
in  FY  85  was  13,866.   In  FY  91  it  was  16,603. 
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QUESTION; 


The  MBDA  Business  Service  Center  and  the  American 
Indian  Program  was  to  be  reconstituted  in  FY  93.  Has 
this  been  done,  and  if  it  has,  can  you  provide  the 
current  status  of  these  programs? 

ANSWER: 

The  above  progrzuns  were  not  reconstituted  in  1993 
because  the  agency  appropriation  for  FY  1993  was  below 
the  amount  requested. 

QUESTION: 

In  FY  94,  in  the  NBDC  and  the  IBDC  progreuns,  you  are 
projecting  a  15%  decrease  in  business  starts  and  jobs 
within  starts  compared  to  FY  93.  Why  do  you  anticipate 
a  decrease  of  this  proportion? 

ANSWER: 

MBDA's  program  measurements  for  centers  in  FY  1994  are 
divided  into  performance  by  traditional  centers  and 
performance  by  MEGA  centers.  These  two  of  performance 
indicators  must  be  considered  together  to  determine 
total  FY  1994  business  starts.  Establishing  MEGA 
centers  will  decrease  business  starts  attributable  to 
traditional  centers.  MEGA  Center  performance  in  those 
areas  will  increase  business  starts.  As  a  result, 
overall  starts  will  increase  approximately  9%  in  the 
Enterprise  Development  Progreun. 

REORGANIZATION 

QUESTION: 

In  FY  92,  the  agency  was  to  initiate  the  second  phase 
of  the  reorganization.  Has  this  reorganization  been 
completed?  How  has  it  improved  your  agency  and  the 
services  it  provides? 

ANSWER: 

The  second  phase  of  the  reorganization  did  not  take 
place.  The  second  phase  call3  for  a  reorganization 
based  on  functional  responsibilities  and  relationships. 
The  previous  administration  decided  to  defer  any 
reorganization  plans  until  after  the  Presidential 
election.  The  issue  of  reorganization  is  currently 
being  reviewed. 


Thursday,  April  22,  1993. 

NATIONAL  TELECOMMUNICATIONS  AND  INFORMATION 

ADMINISTRATION 

WITNESSES 

THOMAS  J.  SUGRUE,  ACTING  ASSISTANT  SECRETARY  FOR  COMMUNICA- 
TIONS AND  INFORMATION 

CHARLES  M.  RUSH,  CHIEF  SCIENTIST 

DENNIS  R.  CONNORS,  ASSOCIATE  ADMINISTRATOR,  OFFICE  OF  TELECOM- 
MUNICATIONS APPLICATIONS 
GAY  SHRUM,  BUDGET  OFFICER 
MARK  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  Smith  of  Iowa.  The  first  item  we  will  consider  this  morning 
is  the  fiscal  year  1994  budget  request  of  the  National  Telecommuni- 
cations and  Information  Administration  (NTIA)  of  the  Department 
of  Commerce.  The  request  totals  $94,563,000,  including:  $21,927,000 
for  Salaries  and  Expenses  appropriation;  $20,636,000  for  the  Public 
Telecommunications  Facilities  Planning  and  Construction  (PTFP) 
program;  $1,000,000  for  the  Endowment  for  Children's  Television; 
and  $51,000,000  for  a  new  National  Information  Infrastructure 
(Nil)  program.  The  request  is,  in  total,  an  increase  of  $54,343,000 
over  the  amounts  provided  to  NTIA  for  FY  1993. 

We  will  insert  the  justification  materials  submitted  in  support  of 
this  request  into  the  record  at  this  point. 

[The  justification  follows:] 
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Mr.  Smith  of  Iowa.  Testifying  in  support  of  this  request  is  the 
Acting  Assistant  Secretary  for  Communications  and  Information, 
Thomas  J.  Sugrue.  Mr.  Sugrue,  you  may  proceed  now  with  your 
statement. 

Do  you  have  a  statement? 

Mr.  Sugrue.  I  do.  We  have  a  fuller  statement  to  submit  in  writ- 
ing, and  I  have  an  abbreviated  version  if  I  could  give  that  orally 
this  morning. 

Mr.  Smith  of  Iowa.  Good. 

Opening  Statement 

Mr.  Sugrue.  Good  morning,  Mr.  Chairman  and  Mr.  Skaggs.  With 
me  today  at  the  table  is  Dennis  Connors,  our  Associate  Administra- 
tor in  the  Office  of  Telecommunications  Applications;  the  PTFP, 
which  includes  Public  Telecommunications  Facilities  Program,  and 
Dr.  Charles  Rush,  our  Chief  Scientist. 

Thank  you  for  the  opportunity  to  discuss  the  1994  budget  request 
of  the  NTIA.  NTIA  is  requesting  $21.9  million  for  its  Salaries  and 
Expenses  appropriation,  $20.6  million  for  the  Public  Telecommuni- 
cations Facilities,  Planning  and  Construction  appropriation,  $1  mil- 
lion for  the  Endowment  for  Children's  Educational  Television  ap- 
propriation, and  $51  million  for  the  National  Information  Infra- 
structure appropriation. 

NTIA,  as  the  President's  principal  advisor  on  telecommunica- 
tions policy  and  spectrum  management,  has  a  broad  mission. 
Within  the  base  program,  NTIA  is  responsible  for  developing  and 
presenting  domestic  and  international  telecommunications  and  in- 
formation policies  for  the  executive  branch,  for  ensuring  the  effi- 
cient and  effective  use  of  the  Federal  radio  spectrum,  for  perform- 
ing state-of-the-art  telecommunications  research,  engineering  and 
planning,  and  for  administering  the  Federal  program  that  supports 
public  telecommunications  facilities. 

The  telecommunications  and  information  industries  are  key  to 
the  economic  vitality  of  the  United  States  and  the  quality  of  life  of 
our  citizens.  Through  its  initiatives,  NTIA  is  in  a  unique  position  to 
enhance  significantly  the  ability  of  U.S.  companies  to  compete  in 
the  global  marketplace,  and  at  the  same  time,  help  to  bring  the 
benefits  of  an  advanced  telecommunications  infrastructure  to  all 
Americans.  The  initiatives  for  Fiscal  Year  1994  fully  support  the 
Administration's  goals  and  NTIA's  mission  by  building  on  the  dem- 
onstrated capabilities  and  responsibilities  of  NTIA. 

national  information  infrastructure  (Nil) 

Now,  I  would  like  to  turn  to  our  major  program  increase  for 
1994. 

The  Administration  has  proposed  the  development  of  a  National 
Information  Infrastructure,  or  Nil,  that  can  serve  the  needs  of  all 
Americans.  In  1994,  NTIA  will  participate  in  this  program  in  two 
ways:  first,  by  implementing  the  Nil  grant  program;  and  second,  by 
conducting  related  initiatives  reflected  in  the  Salaries  and  Ex- 
penses appropriation.  A  key  ingredient  of  the  Nil  is  a  telecom- 
munications and  information  infrastructure  that  provides  educa- 
tors, health  care,  and  other  social  service  providers  with  access  to 
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the  benefits  of  the  NIL  Accordingly,  one  initiative  which  will  be  ad- 
ministered by  NTIA,  will  provide  grants  to  assist  States,  local  gov- 
ernments, universities  and  school  systems,  hospitals  and  other 
health  care  providers,  and  other  entities  to  purchase  equipment 
and  undertake  the  planning  needed  to  assure  effective  development 
of  the  telecommunications  infrastructure.  NTIA  is  requesting  $51 
million  for  this  effort,  and  we  envision  a  variety  of  projects  that 
will  be  supported  that  provide  the  capability  to  connect  to  existing 
networks,  and  enhance  networks  that  are  currently  operational, 
and  permit  users  to  interconnect  among  different  networks. 

INTERNATIONAL  CONFERENCE  PLANNING 

Our  second  initiative  deals  with  critical  international  telecom- 
munications conference  planning  and  participation.  During  the 
next  few  years,  the  number  of  international  telecommunications 
conferences  addressing  radio  spectrum  allocation,  standard-setting 
related  to  advanced  infrastructure  design  and  network  operation, 
and  regulatory  reform  will  increase  substantially.  These  activities 
play  a  critical  role  in  meeting  U.S.  national  objectives  for  the  use 
of  telecommunications  and  for  ensuring  the  competitiveness  of  U.S. 
industry  in  the  world  telecommunications  marketplace. 

In  order  for  the  United  States  to  continue  to  be  effective  and 
achieve  its  objectives  at  these  conferences,  NTIA  is  requesting  $1.4 
million  to  enhance  its  planning  for,  and  participation  in,  these  con- 
ferences and  negotiations.  Radio  spectrum  must  be  allocated  inter- 
nationally and  standards  must  be  set  in  ways  that  ensure  both  the 
competitiveness  of  U.S.  industry  and  ease  in  interconnecting  ad- 
vanced telecommunications  networks  as  the  information  infrastruc- 
ture expands  from  the  domestic  market  to  the  global  market. 

TELECOMMUNICATIONS  RESEARCH  AND  DEVELOPMENT 

Third  and,  closely  related  to  our  Nil  initiative  is  the  technical 
work  that  NTIA  undertakes  in  telecommunications  research  and 
development.  Telecommunications  technologies  are  profoundly  af- 
fecting the  evolution  of  the  infrastructure,  the  same  infrastructure 
that  is  the  foundation  for  the  information  superhighways  of  the 
future.  Relying  primarily  on  our  Institute  for  Telecommunication 
Sciences  in  Boulder,  Colorado,  NTIA  is  requesting  $700,000  to  en- 
hance its  efforts  to  develop  performance  standards  for  network 
planning  and  operation.  Standards  for  voice,  video,  and  data  need 
to  be  developed  that  assure  interoperability  and  interconnection  of 
networks  that  are  key  to  the  sound  development  of  an  NIL 

ENHANCE  INVOLVEMENT  IN  THE  NATIONAL  RESEARCH  AND  EDUCATION 

NETWORK 

The  fourth  of  the  NTIA  initiatives  relating  directly  to  infrastruc- 
ture and  network  development  is  our  proposal  to  enhance  NTIA  in- 
volvement in  the  National  Research  and  Education  Network,  or 
NREN,  for  which  NTIA  is  requesting  $500,000.  NREN  is  a  high- 
speed data  network  linking  supercomputers  and  databases  in  gov- 
ernment, industry  and  academic  research  institutions.  For  two  rea- 
sons, we  feel  that  it  is  very  important  for  NTIA  to  become  more 
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involved  in  the  Federal  agency  coordination  for  NREN  develop- 
ment. 

First,  NREN  is  evolving  from  a  specialized  network  for  research 
purposes  to  an  important  component  of  the  national  telecommuni- 
cations infrastructure.  Policy  issues  dealing  with  the  role  of  NREN 
and  the  overall  national  telecommunications  infrastructure  are  in- 
creasing in  importance. 

Second,  as  part  of  the  President's  Nil  initiative,  NTIA  will  be 
providing  funds  for  educational  institutions  and  others  to  intercon- 
nect- to  advanced  telecommunications  networks,  such  as  NREN  and 
the  existing  Internet. 

Legislation  has  been  passed  by  the  House,  and  is  pending  in  the 
Senate,  that  would  transfer  a  block  of  Federal  spectrum,  200  mega- 
hertz to  the  FCC  for  subsequent  distribution  to  the  private  sector. 
The  Administration  supports  this  reallocation  plan,  which  will 
make  scarce  radio  spectrum  available  for  new  radio-based  services 
and  technologies.  Many  of  these  technologies,  such  as  personal 
communications  services,  are  expected  to  play  key  roles  in  the  de- 
velopment of  the  future  infrastructure,  particularly  for  services  re- 
quiring mobility  and  portability. 

The  Administration  has  also  proposed  the  use  of  competitive  bid- 
ding to  assign  commercial  spectrum  licenses,  and  as  part  of  this 
initiative,  NTIA  would  study  various  approaches  toward  designing 
competitive  bidding  systems  for  assigning  such  licenses.  NTIA  is  re- 
questing $400,000  to  undertake  these  efforts. 

PUBUC  TELECOMMUNICATIONS  FACIUTIES,  PLANNING  AND 
CONSTRUCTION   (PTFP) 

Finally,  I  would  like  also  to  briefly  mention  two  other  elements 
of  our  proposed  program  for  1994.  For  the  first  time  since  Fiscal 
Year  1981,  NTIA's  budget  includes  funding  for  the  PTFP.  The  re- 
quested funding  level  of  $20.6  million  is  consistent  with  the  fund- 
ing appropriated  in  Fiscal  Year  1993.  In  1994,  PTFP  will  continue 
to  assist  through  matching  grants,  in  the  planning  and  construc- 
tion of  public  broadcasting  facilities  and  to  extend  and  maintain 
the  high-quality  delivery  of  public  broadcasting  services  to  as  many 
citizens  of  the  United  States  as  possible. 

NATIONAL  ENDOWMENT  FOR  CHILDREN'S  EDUCATIONAL  TELEVISION 

Also,  for  the  first  time,  NTIA's  budget  includes  funding  to  con- 
tinue support  for  the  National  Endowment  for  Children's  Educa- 
tional Television.  Our  $1  million  request  will  ensure  that  efforts 
begun  in  1992  and  1993  to  develop  high  quality  educational  pro- 
gramming are  appropriate  for  children's  audiences.  NTIA  plans  to 
award  our  first  grants  for  the  Endowment  by  the  end  of  this  fiscal 
year. 

Mr.  Chairman,  the  efforts  just  described  are  some  of  the  high- 
lights of  NTIA's  activities.  We  urge  the  subcommittee  to  support 
NTIA's  budget  proposals  for  FY  1994,  and  I  look  forward  to  work- 
ing with  this  Committee  as  we  strive  to  provide  the  benefits  of  ad- 
vanced telecommunications  to  all  Americans  and  enhance  the  com- 
petitiveness of  the  U.S.  telecommunications  industry. 
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I  would  be  pleased  to  answer  any  questions  you  may  have,  and 
thank  you  again  for  the  opportunity  to  discuss  NTIA's  plans. 
[The  prepared  statement  and  biography  of  Mr.  Sugrue  follows:] 
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Mr.  Chairman  and  Members  of  the  Committee: 

Thank  you  for  this  opportunity  to  discuss  the  1 994  budget  request  of  the 
National  Telecommunications  and  Information  Administration  (NTIA). 

1994  Budget  Request 

NTIA  is  requesting  $21.9  million  for  its  Salaries  and  Expenses  appropriation, 
$20.6  million  for  the  Public  Telecommunications  Facilities,  Planning  and 
Construction  appropriation,  $1  million  for  the  Endowment  for  Children's 
Educational  Television  appropriation,  and  $51  million  for  the  National  Information 
Infrastructure  appropriation. 

NTIA'S  MISSION 

NTIA,  as  the  President's  principal  advisor  on  telecommunications  policy  and 
spectrum  management,  has  a  broad  mission.     Within  the  base  program,  NTIA  is 
responsible  for  developing  and  presenting  domestic  and  international 
telecommunications  and  information  policies  for  the  Executive  Branch,  for  ensuring 
the  efficient  and  effective  use  of  the  Federal  radio  spectrum,  for  performing  state- 
of-the-art  telecommunications  research,  engineering,  and  planning,  and  for 
administering  the  Federal  program  that  supports  public  telecommunications 
facilities. 
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2 
SUMMARY  OF  PROPOSED  INCREASES 

The  telecommunications  and  information  industries  are  key  to  the  economic 
vitality  of  the  United  States  and  the  quality  of  life  of  our  citizens.   Through  its 
initiatives,  NTIA  is  in  a  unique  position  to  enhance  significantly  the  ability  of  U.S. 
companies  to  compete  in  the  global  marketplace,  and,  at  the  same  time,  help  to 
bring  the  benefits  of  an  advanced  telecommunications  infrastructure  to  all 
Americans.   The  initiatives  for  FY  1994  fully  support  the  Administration's  goals 
and  NTIA's  mission,  by  building  on  the  demonstrated  capabilities  and 
responsibilities  of  NTIA. 

Now  I'd  like  to  turn  to  our  major  program  increases  for  1994. 

National  Information  Infrastructure 

The  Administration  has  proposed  the  development  of  a  National  Information 
Infrastructure  (Nil)  that  can  serve  the  needs  of  all  Americans.   As  part  of  the 
Administration's  FY  1994  investment  package.  NTIA  will  participate  In  this 
program  in  two  ways:    1)  by  implementing  the  Nil  grant  program;  and  2)  by 
conducting  related  initiatives  in  the  Salaries  and  Expenses  appropriation.   A  key 
ingredient  of  the  Nil  is  a  telecommunications  and  information  infrastructure  that 
permits  educators,  health  care,  and  other  social  service  providers  access  to  the 
benefits  of  the  Nil.   Accordingly,  one  part  of  the  Nil  initiative,  which  will  be 
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administered  by  NTIA,  will  provide  grants  to  assist  states,  local  governments, 

universities  and  school  systems,  hospitals  and  other  health  care  providers,  and 
other  entities  to  purchase  equipment  and  undertake  the  planning  needed  to  ensure 
effective  development  of  the  telecommunications  infrastructure.    NTIA  is 
requesting  $51  million  for  this  effort,  and  we  envision  a  variety  of  projects  will  be 
supported  that  provide  the  capability  to  connect  to  existing  networks,  enhance 
telecommunications  networks  that  are  currently  operational,  and  permit  users  to 
interconnect  among  different  networks.    These  projects  will  lead  to  advanced 
telecommunications  systems  that  will  in  turn  help  to  improve  education  at  all 
levels,  to  improved  delivery  of  health  care  (particularly  in  rural  areas),  and  to 
greater  access  to  the  benefits  of  the  Nil. 

For  example,  schools  in  the  K-12  range  in  a  given  community  could  be 
connected  to  the  current  national  backbone  network,  Internet,  through  a  gateway 
that  currently  serves  the  needs  of  colleges  and  universities  in  the  same  area. 
Through  distance  learning  based  on  telecommunications,  students  in  colleges  or 
high  schools  in  remote  areas  could  take  advantage  of  specialized  courses  (e.g.,  in 
languages  or  sciences)  available  only  at  major  campuses  or  other  central  locations. 
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Critical  International  Telecommunications  Conference  Planning 

and  Participation 

During  the  next  few  years,  the  number  of  international  telecommunications 
conferences  addressing  radio  spectrum  allocation,  standard-setting  related  to 
advanced  infrastructure  design  and  network  operation,  and  regulatory  reform  will 
increase  substantially.   These  activities,  including  world  administrative  radio 
conferences  (WARCs),  bilateral  and  multilateral  negotiations,  and  standards 
development,  play  a  critical  role  in  meeting  U.S.  national  objectives  for  the  use  of 
telecommunications  and  for  ensuring  the  competitiveness  of  U.S.  industry  in  the 
world  telecommunications  marketplace.   In  order  for  the  United  States  to  continue 
to  be  effective  and  achieve  its  objectives  at  these  conferences,  NTIA  is  requesting 
$1.4  million  to  enhance  its  planning  for,  and  participation  in,  these  conferences 
and  negotiations.   Positions  put  forward  by  the  U.S.  government,  and  thoroughly 
coordinated  with  the  private  sector,  are  essential  to  promoting  U.S.  global 
competitiveness  in  the  development  of  advanced  telecommunications  technologies 
and  services  and  the  manufacture  and  sale  of  telecommunications  and  related 
equipment.    Radio  spectrum  must  be  allocated  and  standards  must  be  set  in  ways 
that  ensure  ease  in  interconnecting  advanced  telecommunications  networks  as  the 
information  infrastructure  expands  from  the  domestic  market  to  the  global  market. 
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Telecommunications  Infrastructure  Research  and  Development 

Closely  related  to  our  Nil  initiative  is  the  technical  work  that  NTIA 
undertakes  in  telecommunications  research  and  development.    Telecommunications 
is  being  driven  by  rapid  advances  in  technology:  we  are  moving  from  an  analog 
world  to  a  digital  one;  narrowband  systems  are  being  replaced  by  broadband 
systems;  and  advances  in  spectrum-based  technologies  are  permitting  ever 
increasing  mobility  of  services.   These  developments  are  profoundly  affecting  the 
evolution  of  the  telecommunications  infrastructure  --  the  same  infrastructure  that  is 
the  foundation  for  the  information  superhighways  of  the  future.    Relying  primarily 
on  our  Institute  for  Telecommunication  Sciences  in  Boulder,  Colorado,  NTIA  is 
requesting  $700  thousand  to  enhance  its  efforts  to  develop  performance  standards 
for  network  planning  and  operation.    Standards  for  voice,  video,  and  data  need  to 
be  developed  that  assure  interoperability  and  interconnection  of  networks,  thereby 
facilitating  the  implementation  of  efficient,  high-capacity  communication  systems 
that  are  key  to  the  sound  development  of  an  Nil. 

National  Research  and  Education  Network  Program 

The  fourth  of  the  NTIA  initiatives  relating  directly  to  infrastructure  and 
network  development  is  our  proposal  to  enhance  NTIA  involvement  in  the  National 
Research  and  Education  Network  (NREN)  Program,  for  which  NTIA  is  requesting 
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$500  thousand.   NREN,  which  will  build  on  the  existing  Internet,  will  be  a  high- 
speed data  network  linking  superconnputers  and  databases  of  government, 
industry,  and  academic  research  institutions.    For  two  reasons,  we  feel  that  it  is 
very  important  for  NTIA  to  become  more  involved  in  the  Federal  agency 
coordination  for  NREN  development.    First,  NREN  is  evolving  from  a  specialized 
network  for  research  purposes  to  an  important  component  of  the  national 
telecommunications  infrastructure.    As  a  result,  policy  issues  dealing  with  the  role 
of  NREN  and  the  overall  national  telecommunications  infrastructure  are  increasing 
in  importance.    Second,  as  part  of  the  President's  Nil  initiative,  NTIA  will  be 
providing  funds  for  educational  institutions  and  others  to  interconnect  to  advanced 
telecommunications  networks,  such  as  NREN  and  the  existing  Internet,    increased 
NTIA  participation  in  NREN  development  would  help  make  certain  that  the  potential 
benefits  of  such  interconnection  is  considered  as  NREN  is  designed. 

Spectrum  Reallocation 

One  of  the  components  of  the  Administration's  overall  economic  recovery 
plan  for  the  nation  is  the  transfer  of  a  portion  of  Federal  spectrum  to  the  FCC. 
Legislation  has  been  passed  by  the  House,  and  is  pending  in  the  Senate,  that 
would  transfer  200  megahertz  (MHz)  of  Federal  spectrum  to  the  FCC  for 
subsequent  distribution  to  the  private  sector.    Under  these  legislative  proposals  to 
reallocate  Federal  spectrum,  NTIA  must  analyze  current  frequency  assignments  and 
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develop  a  plan  to  reallocate  the  spectrum  to  be  transferred.   During  this  process 

the  private  sector  will  be  actively  consulted  and  involved  in  special  studies.    The 

reallocation  will  make  scarce  radio  spectrum  available  for  new  radio-based  services 

and  technologies.    Many  of  these  technologies,  such  as  personal  communications 

services,  are  expected  to  play  key  roles  in  the  development  of  the  future 

infrastructure,  particularly  for  services  requiring  mobility  and  portability.    The 

Administration  has  also  proposed  the  use  of  competitive  bidding  to  assign 

commercial  spectrum  licenses,  and  as  part  of  this  initiative,  NTIA  would  study 

various  approaches  toward  designing  competitive  bidding  systems  for  assigning 

spectrum  licenses.    NTIA  would  also  work  with  the  FCC  to  develop  ways  to 

implement  these  important  reforms.     NTIA  is  requesting  $400  thousand  to 

undertake  these  efforts. 

PUBLIC  TELECOMMUNICATIONS  FACILITIES 

For  the  first  time  since  FY  1981,  NTIA's  budget  request  includes  funding  the 
Public  Telecommunications  Facilities  Program  (PTFP).   The  requested  funding  level 
of  $20.6  million  is  consistent  with  the  funding  appropriated  in  FY  1993.    In  FY 
1994,  PTFP  will  continue  to  assist,  through  matching  grants,  in  the  planning  and 
construction  of  public  broadcasting  facilities  and  to  extend  delivery  of  public 
broadcasting  services  to  as  many  citizens  of  the  United  States  as  possible.     With 
the  creation  of  the  Nil  program,  a  portion  of  the  PTFP  funds  which  in  the  past  have 
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been  awarded  for  infrastructure  applications  will  now  be  available  to  support  this 

traditional  PTFP  mission  in  the  public  broadcasting  area. 

ENDOWMENT  FOR  CHILDREN'S  EDUCATIONAL  TELEVISION 

Also  for  the  first  tinne,  NTIA's  budget  includes  funding  to  continue  support 
of  the  National  Endowment  for  Children's  Educational  Television.    Our  $1  million 
request  will  ensure  that  efforts  begun  in  1992  and  1993  to  develop  high  quality, 
educational  programming  are  appropriate  for  children's  audiences.    NTIA  plans  to 
award  our  first  grants  for  the  NECET  by  the  end  of  this  fiscal  year. 

CONCLUSION 

Mr.  Chairman,  the  efforts  just  described  are  some  of  the  highlights  of  NTIA's 
activities.    We  urge  the  Subcommittee  to  support  NTIA's  budget  proposals  for 
1994.    I  look  forward  to  working  with  this  Committee  as  we  strive  to  provide  the 
benefits  of  advanced  telecommunications  to  all  Americans  and  enhance  the 
competitiveness  of  the  U.S.  telecommunications  industry.    I  would  be  pleased  to 
answer  any  questions  which  you  may  have,  and  thank  you  again  for  this 
opportunity  to  discuss  NTIA's  plans  with  you. 
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NTIA  VACANCIES 


Mr.  Smith  of  Iowa.  Now,  what  is  the  status  of  the  new  appoint- 
ment for  Assistant  Secretary? 

Mr.  SuGRUE.  Mr.  Larry  Irving,  whose  name  has  just  been  sent  to 
Congress  as  the  official  nominee  to  be  Assistant  Secretary  for 
NTIA,  has  not  had  a  confirmation  hearing.  We  are  optimistic, 
though,  one  will  be  scheduled  fairly  soon. 

1993  SUPPLEMENTAL  AND  1994  BUDGET  REQUEST 

Mr.  Smith  of  Iowa.  Now,  in  this  stimulus  bill,  there  is  $64  mil- 
lion for  NTIA.  Assuming  you  don't  get  that,  what  does  that  do  to 
your  program? 

Mr.  SuGRUE.  Well,  it  slows  it  down  somewhat.  That  would  have 
gotten  it  off  to  a  fast  start,  and  I  think  we  could  have  used  those 
funds  very  effectively. 

Mr.  Smith  of  Iowa.  Explain  to  us  more  precisely,  what  does  it  do? 
Does  it  not  change  the  program,  just  set  it  back;  and  if  so,  how  many 
months? 

Mr.  SuGRUE.  We  were  planning  to  obligate  that  $64  million 
mostly  by  the  end  of  this  fiscal  year,  and  if  not,  then  shortly  there- 
after. That  would  have  supported  a  mixture  of  both  planning 
grants  and  construction  grants.  The  planning  grants  would  have 
provided  a  basis  for  those  areas  that  have  not  really  paid  signifi- 
cant attention  to  how  telecommunications  could  be  used.  There  are 
quite  a  few  projects  that  are  fundable  right  now. 

At  the  hearing  on  the  supplemental  package  we  discussed  briefly 
the  Iowa  Communications  Network,  and  the  fact  that  that  it  is  up 
and  running  and  that  there  are  a  number  of  projects.  We  had  a 
visit  from  some  people  in  Iowa  as  to  possible  applications  they 
might  submit  in  the  supplemental  package.  Now,  that  will  obvious- 
ly have  to  be  put  off  If  the  budget  does  pass  sometime  later  in  the 
summer  or  early  in  the  fall,  we  would  move  very  quickly,  though, 
in  initiating  the  program. 

Mr.  Smith  of  Iowa.  Does  it  change  the  program,  or  does  it  just 
set  it  back? 

Mr.  SuGRUE.  It  doesn't  change  the  substance  of  the  program.  In 
addition  to  the  $54  million  for  Fiscal  Year  1994,  the  plan  is  to  have 
increased  amounts  in  out-years,  up  to  $150  million. 

NATIONAL  INFORMATION  INFRASTRUCTURE 

Mr.  Smith  of  Iowa.  Now,  explain  to  me  how  we  work  in  those 
programs  like  they  have  in  Iowa,  which  has  a  considerable 
head  start,  compared  to  other  programs.  How  does  this  all  mesh? 

Mr.  SuGRUE.  Well,  some  programs  as  I  said,  already  could  use 
funds  for  what  we  call  construction;  that  is,  actually  building  net- 
work facilities,  hooking  up  right  away.  We  have  pending  before  us 
under  the  present  PTFP  program  with  about  70  applications  for 
educational  infrastructure,  seeking  about  $30  million.  Not  all  of 
those  projects  are  fundable,  but  quite  a  few  are  very  high  quality 
and  we  will  be  looking  to  fund  some  of  those  out  of  the  $20  million 
we  have  in  the  PTFP  program.  Obviously,  those  applications  share 
that  pool  of  $20  million  with  traditional  PTFP  public  broadcasting 
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applications.  It  is  a  very  tough  job  to  divide  that  hmited  amount  of 
money  among  some  very  worthy  applications. 

Our  plan  for  1994  and  beyond  is  to  have  two  programs-one,  the 
traditional  PTFP  that  supports  public  broadcasting;  and  the  other 
the  infrastructure-related  grants  which,  again,  now  share  the  same 
amount  of  money.  The  second  pool  would  be  extended  not  only  to 
education,  which  it  is  now  limited  to,  but  health  care  and  other 
social  services.  So  we  would  anticipate  going  forward;  with  two 
projects:  one  dedicated  to  public  broadcasting  and  one  to  the  infra- 
structure types  of  projects. 

Mr.  Smith  of  Iowa.  Well,  is  it  state-by-state — some  States 
haven't  even  started. 

Mr.  SuGRUE.  Right. 

Mr.  Smith  of  Iowa.  And  some  are  pretty  well  along.  How  do  you 
work  this  out  so  that  it  is  a  national  program? 

Mr.  SuGRUE.  We  would  in  two  ways,  Mr.  Chairman.  One,  in 
those  areas  in  which  they  are  not  as  far  along,  we  would  be  looking 
to  fund  planning  grants.  We  have  authority  now  to  fund  planning 
grants,  and  that  would  be  part  of  the  new  program  as  well.  That 
provides  a  basis  for  how  you  would  use  telecommunications  to  de- 
velop-when I  talk  about  planning,  it  is  pretty  detailed,  coming  up 
with  exactly  the  tj^jes  of  facilities,  how  you  use  them,  where  you 
put  them,  how  much  they  cost  and  so  forth-that  provides  a  basis 
then  for  seeking  construction  grants  in  later  years.  Some  States, 
Iowa  being  one,  are  further  along  in  terms  of  action.  They  have 
done  all  their  planning.  In  Iowa,  for  example,  there  is  a  fiber-optic 
ring  around  the  State;  there  is  still  need  to  connect  individual 
schools  and  school  systems  into  that  ring,  or  colleges,  community 
colleges  and  so  forth. 

Mr.  Smith  of  Iowa.  Well,  looking  down  the  road  several  years 
then,  do  you  visualize  that  we  will  have  50  State  programs,  or  50 
separate  programs?  For  example,  let's  take — I  don't  have  any  idea 
of  what  the  situation  is  in  Massachusetts  and  Rhode  Island,  but 
how  can  you  have  a  separate  State  program? 

Mr.  SuGRUE.  It  is  not  just  limited  to  State  borders.  We  already 
fund  regional  and  national  programs.  For  example,  we  gave  a 
grant  last  year  to  AGSAT,  the  Agriculture  Satellite  Communica- 
tions Network  that  links  agricultural  colleges  throughout  the 
Nation;  and  that  is  done  through  a  satellite  link.  This  gets  into  dif- 
ferent technologies. 

One  very  good  application  of  satellite  technology  is  that  it 
reaches  the  Nation  as  a  whole.  It  puts  down  a  footprint,  as  they 
call  it,  that  covers  a  very  wide  area. 

We  have  an  application  before  us  for  the  black  college  satellite 
network,  which  would  reach  colleges  around  the  country  with  edu- 
cational programming. 

Mr.  Smith  of  Iowa.  But  they  would  be  using  some  of  the  same 
equipment,  wouldn't  they?  They  would  be  using  a  State  program? 

Mr.  SuGRUE.  That  is  right.  There  will  be  an  emphasis  on  ensur- 
ing that  they  have  plans  to  interconnect  with  other  networks. 

In  other  words,  we  don't  want  to  create  little  islands  of  telecom- 
munications. That  really  would  degrade  the  overall  value  of  the 
program  if  everyone  has  their  own  little  thing.  So  interconnection 


805 

and  interoperability  are  two  things  we  will  be  looking  for  as  we  go 
forward  with  these  applications. 

FY  1994  BUDGET  REQUEST  TO  OMB 

Mr.  Smith  of  Iowa.  Well,  what  was  your  request  of  OMB? 

Mr.  SuGRUE.  Our  original  OMB  request  was  $23,900,000,  and  we 
received  back  from  OMB  $94,500,000. 

Mr.  Smith  of  Iowa.  OK.  Now,  how  does  that  compare  to  the  na- 
tional program  that  we  are  talking  about?  I  mean,  are  we  talking 
about  taking  50  years  to  get  there,  or  10  years,  or  what,  with  these 
kinds  of  figures? 

Mr.  SuGRUE.  We  are  doing  pilot  projects  and  demonstration 
projects.  But  in  my  view  it  is  always  going  to  be  a  little  bit  over  the 
horizon  with  this  technology.  That  is,  we  build  the  network  with 
present  capabilities  and  ones  that  are  available;  we  try  to  push  the 
technology  out  and  get  those  facilities  out  there.  The  technology  is 
moving  so  fast  that  I  don't  anticipate  a  slowdown  10  years  from 
now.  I  think  we  will  have  the  ability  to  do  better  10  years  from 
now. 

Mr.  Smith  of  Iowa.  Well,  is  this  just  a  mere  pittance  that  we  are 
talking  about,  your  appropriation  and  your  effort  compared  to  the 
national  effort;  or  is  this  a  major  component? 

Mr.  SuGRUE.  I  think  this  is  a  major  component.  We  aren't  pro- 
posing to  build  the  national  infrastructure  that  will  serve  all 
homes,  residences,  and  everywhere.  The  Government  doing  that 
would  be  inappropriate  and  impossible.  The  private  sector  invest- 
ment is,  we  have  estimated,  to  be  about  $50  billion  a  year  in  tele- 
communications infrastructure.  It  is  comprised  of  telephone  compa- 
nies, long-distance  companies,  cable  TV  companies,  cellular  and 
other  radio-based,  putting  the  whole  package  together. 

Mr.  Smith  of  Iowa.  Well,  then,  our  investment,  the  Federal  in- 
vestment is  a  mere  pittance  compared  to  the  total  picture.  So  how 
is  it  important,  and  why  is  it  important? 

Mr.  SuGRUE.  For  two  purposes.  One,  we  think  it  will  serve  as  a 
catalyst  for  private  sector  investment. 

Mr.  Smith  of  Iowa.  How? 

Mr.  SuGRUE.  In  a  number  of  ways.  One  very  direct  way  is  the 
program  does  require  matching  funds.  The  present  statute  requires 
at  least  a  25  percent  match;  and  as  a  matter  of  policy,  we  require 
50  percent,  except  under  limited  special  circumstances.  A  lot  of  the 
applications  that  come  in  either  have  State  funding  or  contribu- 
tions from  a  telephone  company,  or  a  cable  company,  who  will  con- 
tribute facilities  to  a  school  system,  for  example,  to  hook  up.  They 
will  provide  half  the  funding  or  in-kind  contributions. 

Second,  as  we  build  up  the  infrastructure  for  education,  and 
health  care,  we  are  not  proposing  to  put  it  out  to  all  communities, 
and  we  think  we  will  be  able  to  show  and  demonstrate  how  this 
technology  can  serve  people's  needs  and  help  create  a  demand  for 
it. 

Right  now,  there  is  sort  of  a  chicken-and-egg  problem.  That  is, 
the  networks  don't  get  built  because  the  applications  aren't  there; 
the  applications  don't  develop  because  the  network  isn't  built.  We 
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are  trying  to  break  some  of  that  and  get  the  facilities  out  into  the 
communities;  and  that  will  help  drive  demand  for  these  services. 

If  the  children  at  school  are  using,  for  example,  computers 
hooked  up  to  the  Internet,  there  will  be  a  greater  demand  to  bring 
that  type  of  capability  to  the  home  as  well. 

Finally,  I  would  add,  one  part  of  the  program  is  to  get  a  set  of 
government  policies  in  place  and  activities  that  stimulate  private 
sector  investment.  One  thing  we  have  been  asked  to  do  at  NTIA, 
and  we  have  undertaken,  is  to  review  the  state  of  the  regulatory 
and  legal  landscape  for  this  industry — what  is  affecting  invest- 
ment, what  is  retarding  it,  what  is  promoting  it,  and  to  analyze 
what  sort  of  reforms  the  administration  might  propose  in  this  area. 

Mr.  Smith  of  Iowa.  Well,  what  will  the  private  sector  and  the  bil- 
lions of  dollars  we  are  talking  about  do  differently  if  we  have  this 
program  than  if  we  didn't  have  the  program? 

Mr.  SuGRUE.  I  think  a  number  of  areas  will  be  affected.  One,  it 
will  provide  an  incentive  to  build  out  an  infrastructure  more  quick- 
ly. For  example,  a  digital  network  that  aids  computer  communica- 
tions, would  be  stimulated  by  a  program  like  this  in  the  school 
system,  in  the  doctor's  office  or  in  the  hospital  where  these  types  of 
facilities  are  available. 

Mr.  Smith  of  Iowa.  How  do  you  stimulate  that? 

Mr.  SuGRUE.  Mainly,  through  the  demand  process  and  through 
the  development  of  applications.  Applications  basically  are  how 
you  use  the  network,  the  software  types  of  things.  I  should  add  that 
the  present  administration's  overall  program  does  have  three  com- 
ponents to  it  of  which  our  program  is  the  third,  the  so-called  "last 
mile"  part.  We  are  the  ones  who  bring  the  interconnections  out  to 
the  communities,  the  schools,  hospitals  and  so  forth. 

The  other  two  components  of  this  initiative  are  the  NREN, 
which  is  the  high-speed,  big-capacity,  network-connecting  super- 
computers and  research  centers.  In  the  lingo  of  the  trade,  the  "gi- 
gabit networks".  That  is,  billions  of  bits  flowing  per  second.  And 
the  second  part  of  the  initiative  is  what  I  refer  to  as  "applications," 
the  development  of  the  programs  for  health  care,  education,  librar- 
ies, manufacturing.  Without  those  things,  again  you  can  have  the 
network,  but  you  can't  use  it  for  things  that  are  very  useful. 

Our  part  which  the  last-mile  interconnection  into  those  backbone 
networks  that  would  permit  the  use  of  these  applications  by  real 
people  in  real  communities. 

Mr.  Smith  of  Iowa.  Well,  we  have  Federal  agencies  that  want  to 
get  on  line,  too.  They  are  making  applications  into  the  State  net- 
work. I  mean  the  IRS,  for  example.  They  could  use  it  and  reduce 
personnel  with  their  education  programs,  et  cetera.  So  I  can  under- 
stand why  some  of  the  States  want  to  get  ahead  of  the  other  States. 

But  I  am  still  not  quite  clear,  we  are  talking  about  such  a  big 
thing  here.  We  are  talking  about  billions  of  dollars  that  are  going 
to  be  invested  in  this  area.  The  States  are  getting  involved  in  a  rel- 
atively small  way,  but  in  a  bigger  way  than  the  Federal  Govern- 
ment, and  then  we  come  along  with  a  relatively  small  program. 
What  are  we  talking  about  in  the  authorization  bill?  How  much? 

Mr.  SuGRUE.  We  are  talking  about  $650  million  over  five  years. 

Mr.  Smith  of  Iowa.  So  it  is  a  mere  pittance  compared  to  the  in- 
vestment that  is  going  to  be  made  in  this  whole  area,  I  mean,  on  a 
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national  basis.  How  is  this  $650  million  going  to  change  what  they 
would  have  done  without  it,  or  how  is  it  going  to  influence  it  for 
them  to  do  something  differently  than  they  would  have? 

Mr.  SuGRUE.  Well,  in  two  ways.  Again  our  program  is  the  third, 
and  the  smaller  third  of  the  overall  initiative.  The  high-perform- 
ance, computing  part  of  the  initiative,  that  I  mentioned  first,  and 
then  the  applications  actually  involve  more  dollars  than  ours.  So 
the  overall  for  the  five  years  is  well  into  the  billions  of  dollars. 

Second,  what  would  happen  that  wouldn't  happen  without  this 
money  are  twofold.  First,  school  systems  are  traditionally  support- 
ed by  government.  Government  funds  the  educational  activities  in 
our  country  both  locally  and  on  the  Federal  level.  One  concern  we 
have  had  is  that  this  is  to  be  an  infrastructure  that  reaches  every- 
one, and  not  just  an  infrastructure  that  serves  the  super-high-tech 
big  companies,  the  big  users,  and  the  affluent.  We  were  looking  for 
a  way  that  we  could  bring  the  infrastructure  out  again  to  the 
common  person. 

As  I  said,  funding  for  wiring  up  cities  or  whole  communities,  is 
probably  not  an  appropriate  role  for  government  and  unrealistic  in 
terms  of  the  amount  of  money  it  would  take.  We  focused  on  educa- 
tion; we  looked  at  how  we  can  reach  the  common  man  and  reach 
him  quickly.  Education,  health  care  and  other  social  services  seem 
like  the  best  way  to  go  about  it. 

We  think  we  can  do  a  significant  amount  of  work  over  the  next 
five  years  and  a  significant  amount  of  good  in  getting  telecommuni- 
cations out  for  those  purposes.  You  are  right,  Mr.  Chairman.  There 
is  continuing  evolution  in  the  telecommunications  network 
anyway,  and  there  will  be  evolution  whether  this  program  is  here 
or  not.  On  the  other  hand,  I  am  not  so  sure  it  will  reach  everyone 
we  are  trjdng  to  reach  in  quite  the  way  it  would  without  this  pro- 
gram. 

Mr.  Smith  of  Iowa.  Is  the  Federal  effort  then  to  try  to  get  the 
program  to  reach  people  where  there  is  no  profit  incentive  to  reach 
them? 

Mr.  SuGRUE.  Yes  that  is  one  motivation. 

I  think  it  has  two.  One,  as  part  of  an  overall  program  to  stimu- 
late technology,  and  again,  part  of  that  is  done  through  the  other 
parts  of  the  overall  Nil  program,  not  the  NTIA  part,  but  the 
NREN  part  that  NSF  is  doing  by  pushing  the  envelope  of  technolo- 
gy, and  developing  the  so-called  "gigabit  networks." 

Mr.  Smith  of  Iowa.  Have  you  had  your  authorization  hearing? 

Mr.  SuGRUE.  No. 

Mr.  Smith  of  Iowa.  What  is  the  status  of  the  authorization? 

Mr.  SuGRUE.  We  are  going  to  need  authorization  for  this  pro- 
gram for  1994  in  order  to  expand  the  program's  coverage  to  health 
care  as  well  as  educational  entities. 

Mr.  Smith  of  Iowa.  You  haven't  had  hearings  on  it  yet? 

Mr.  SuGRUE.  No.  But  we  are  drafting  legislation. 

This  will  be  a  new  program.  The  supplemental  request  was  going 
to  go  through  the  traditional  PTFP  program  which  includes  au- 
thority to  fund  educational  programs. 

We  are  now  proposing  a  different  program  which  would  expand 
coverage  to  include  health  care. 
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Mr.  Smith  of  Iowa.  Now,  when  will  your  proposed  legislation  be 
sent  to  Congress? 

Mr.  SuGRUE.  Very  shortly.  It  is  just  about  completed  at  NTIA, 
and;  will  be  circulating  for  Departmental  and  OMB  review. 

Mr.  Smith  of  Iowa.  Is  that  going  to  the  Science  and  Technology 
Committee? 

Mr.  SuGRUE.  Telecommunications-Energy  and  Commerce. 

Mr.  Smith  of  Iowa.  It  is  all  up  to  Energy  and  Commerce,  or  is  it 
joint? 

Mr.  SuGRUE.  No,  it  is  just  Energy  and  Commerce. 

NATIONAL  ENDOWMENT  FOR  CHILDREN'S  EDUCATIONAL  TV 

Mr.  Smith  of  Iowa.  I  see.  And  the  children's  TV,  is  there  going  to 
be  a  new  authorization  on  that? 

Mr.  SuGRUE.  We  are  authorized  for  that  through  FY  1994. 

Mr.  Smith  of  Iowa.  Are  you  proposing  a  different  authorization, 
or  not? 

Mr.  SuGRUE.  No,  we  are  not.  There  is  $6  million  authorized  for 
the  Children's  Endowment  in  FY  1994. 

Mr.  Smith  of  Iowa.  I  see. 

Mr.  Rogers? 

FY  1994  OMB  REQUEST 

Mr.  Rogers.  How  much  did  you  request  of  OMB? 

Mr.  SuGRUE.  $23.9  million.  The  difference  between  that  and  the 
$94.6  million  in  our  1994  budget  request  reflects  a  change  in  prior- 
ities and  the  new  initiative  from  the  new  administration. 

Mr.  Rogers.  You  can  say  that  again.  Can  you  help  me  go  grocery 
shopping  this  afternoon?  You  get  pretty  good  bargains. 

Well,  now,  this  additional  money  helps  the  budget  request 
exceed  the  spending  caps  that  we  have,  does  it  not? 

Mr.  SuGRUE.  Well,  I  am  aware  of  that,  but  I  am  not  much  more 
aware  of  it  than  just  what  you  said,  to  summarize  my  knowledge  of 
it. 

Mr.  Rogers.  Well,  we  have  a  unique  situation  here.  I  don't  know 
how  we  are  going  to  deal  with  this.  The  Clinton  budget  request  ex- 
ceeds the  spending  caps  set  in  statute  by  the  1990  budget  agree- 
ment. If  we  give  you  the  additional  $54  million,  it  means  we  have 
to  find  an  offset  elsewhere  within  our  subcommittee's  jurisdiction. 

That  is  a  hefty  sum  of  money  for  our  subcommittee  to  try  to  find, 
particularly  with  budgets  that  already  have  been  squeezed  in  the 
last  two  or  three  years.  How  do  you  suggest  we  deal  with  this? 

I  understand  the  Clinton  budget  request  would  make  these  so- 
called  investments  available  only  if  Congress  passes  a  budget  rec- 
onciliation act,  raising  the  spending  caps,  which  is  unlikely  to 
occur.  We  will  have  to  find  this  money  from  some  other  account, 
because  we  will  not  have  had  the  relief  that  supposedly  the  recon- 
ciliation bill  will  give  us. 

Do  you  have  an  answer  for  us? 

Mr.  SuGRUE.  I  don't  have  an  answer  for  this,  but  I  am  sure  there 
are  some  people  in  the  Administration  who  have  an  answer. 
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Mr.  Rogers.  Well,  unless  the  Chairman  knows,  I  have  not  been 
given  an  answer  from  the  Administration.  It  is  a  puzzle  to  me  why 
0MB  would  do  this  to  us. 

Furthermore,  I  am  not  sure  I  exactly  understand  what  it  is  you 
are  requesting. 

Assume  I  know  nothing  about  telecommunications  technology. 
Explain  briefly  this  new  proposal. 

NATIONAL  INFORMATION  INFRASTRUCTURE 

Mr.  SuGRUE.  The  new  proposal  is  to  fund  school  systems,  hospi- 
tals, and  similar  social  service  providers  to  use  telecommunications 
in  their  missions  for  education  and  health  care  purposes.  The  types 
of  projects  we  would  fund,  for  example,  in  education  could  include 
distance  learning  applications  that  are  similar  to  those  we  fund 
now  under  the  PTFP,  only  we  could  do  a  much  more  expanded  pro- 
gram. 

The  Chairman  was  asking  about  $54  million  or  even  $650  million 
being  a  drop  in  the  bucket.  Last  year  we  funded  $4  million  out  of 
our  PTFP  program  for  infrastructure  projects.  So  what  we  are 
doing  is  literally  a  drop  in  the  bucket.  But  nevertheless  we  get  a  lot 
of  interest  from  school  systems  and  others  in  seeking  those  funds. 

One  example  might  be,  a  small  school  system  interested  in 
taking  Japanese.  The  school  system  cannot  afford  to  hire  a  teacher 
to  teach  Japanese.  However,  there  is  a  city  200  miles  away  in 
which  the  course  is  available.  Right  now  if  it  is  a  high  school  stu- 
dent, there  is  no  way  of  making  that  connection.  If  it  is  a  college 
student,  they  might  have  to  enroll  in  the  school  that  is  200  miles 
away.  Through  telecommunications  technology  and  a  variety  of 
technologies — satellite,  microwave,  fiber,  broadcasting — that 
course,  for  example,  could  be  made  available  to  that  rural  area; 
and  to  rural  areas,  let's  say,  throughout  the  region.  This  applica- 
tion, distance  learning,  is  the  type  of  thing  we  are  actually  funding 
right  now. 

Mr.  Rogers.  This  would  all  be  by  competitive  grants. 

Mr.  SuGRUE.  Yes. 

Mr.  Rogers.  What  would  the  grant  pay  for?  The  infrastructure 
itself,  the  physical  infrastructure,  the  hardware? 

Mr.  SuGRUE.  Yes,  that  is  correct. 

Mr.  Rogers.  Any  software  or  training  programs? 

Mr.  Sugrue.  The  present  program  is  really  focused  on  facilities. 
One  thing  we  are  deciding  as  we  draft  this  legislation  I  was  talking 
about  is  whether  to  expand  it  beyond  facilities  for  hardware  into 
software,  and  whether  to  include  training.  The  legislation  hasn't 
gone  through  all  the  clearance  processes  yet. 

Our  inclination  is  to  try  to  expand  it  somewhat  because  of  the 
feedback  we  are  getting  from  some  of  our  constituents,  that  some 
training  and  some  initial  operational  costs  might  be  appropriate 
and  necessary. 

Mr.  Rogers.  These  would  all  be  matching  grants? 

Mr.  Sugrue.  These  would  all  be  matching  grants. 

Mr.  Rogers.  Would  they  be  50-50? 
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Mr.  SuGRUE.  50-50  is  what  we  are  thinking,  correct.  The  plan- 
ning grant  also  could  be  100  percent  Federal  funds,  and  we  often 
do  that. 

Mr.  Rogers.  And  who  would  be  eligible  to  apply? 

Mr.  SuGRUE.  Applicants  could  be  State  and  local  governments, 
counties,  school  systems,  colleges,  or  universities.  Often,  in  the  dis- 
tance learning  field,  we  see  a  consortia  of  colleges,  because  they  are 
trying  to  bring  together  different  campuses. 

In  the  expanded  program  we  would  see  hospitals,  other  clinics, 
and  libraries. 

Mr.  Rogers.  Are  there  private  monies  going  into  these  types  of 
facilities  now? 

Mr.  Sugrue.  In  the  education  area,  most  of  those  receiving  fund- 
ing are  private  schools,  or  colleges.  There  is  not  an  extensive  pool 
of  private  funds  available  for  public  education.  Most  of  the  funding 
comes  out  of  our  tax  dollars. 

This  is  also  a  way  of  more  effectively  using  our  tax  dollars  to  de- 
liver educational  services  to  our  citizens,  in  many  cases. 

Mr.  Rogers.  You  are  not  talking  about  a  national  information 
highway,  or  are  you? 

Mr.  Sugrue.  Well,  this  would  be  part  of  it.  We  frankly  stopped 
using  the  highway  metaphor  as  much  as  was  used  initially,  because 
it  seemed  to  be  spreading  as  much  confusion  as  it  was  light  at  the 
time. 

But  if  we  use  the  highway  metaphor,  one  thing  we  would  be 
funding  are  the  roads  that  go  out  to  the  communities  that  connect 
with  the  superhighways. 

As  you  point  out,  it  would  be  a  grant  program.  It  is  not  NTIA  or 
other  agencies  of  the  U.S.  Government  going  out  and  building  the 
infrastructure  and  owning  it.  The  applicants  will  contract  with 
whoever  they  decide  is  best.  It  could  be  a  telephone  company,  a 
cable  company,  a  satellite  provider  or  etc.,  and  in  a  sense,  the  ap- 
plicant will  buy  for  the  private  sector  the  facilities  they  need  for 
their  own  network  capabilities. 

Mr.  Rogers.  Well,  is  this  proposal  a  part  of  the  national  informa- 
tion highway's  overall  scheme? 

Mr.  Sugrue.  Yes,  it  is. 

Mr.  Rogers.  Now,  where  is  that  overall  scheme  being  funded? 

Mr.  Sugrue.  It  has  these  various  components  I  referred  to  earli- 
er, the  high-performance  computer  initiative  of  which  the  National 
Research  and  Education  Network  (NREN),  is  a  part.  NSF  has  the 
lead  in  that,  although  other  agencies  are  very  involved,  particular- 
ly those  that  have  major  research  and  computing  facilities  such  as 
the  Depa  nent  of  Energy,  and  NOAA  in  the  Department  of  Com- 
merce. 

The  applications  component  of  the  program  hasn't  been  funded 
yet.  There  is  legislation  pending  to  do  that,  and  that  would  go 
through  various  agencies  that  are  being  charged  with  developing 
these  particular  applications.  NIST,  examples  of  involved  agencies 
are  of  the  Department  of  Commerce  in  the  manufacturing  area, 
NSF  together  with  NTIA  for  the  education  area;  and  HHS  for 
health  care. 

Mr.  Rogers.  Well,  who  in  the  government  is  leading  this  effort? 
Is  it  the  President  or  Vice  President? 
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Mr.  SuGRUE.  The  President  and  the  Vice  President  take  the  lead 
on  this.  The  Office  of  Science  and  Technology  (OSTP),  as  the  Presi- 
dent's advisor  or  science  and  technology  is  coordinating  the  govern- 
ment-wide initiative. 

Mr.  Rogers.  Is  there  an5rwhere  outside  the  White  House  where  it 
is  being  coordinated  from? 

Mr.  SuGRUE.  Well,  there  are  a  number  of  coordinating  activities 
within  the  Federal  Government.  There  is  the  so-called  FCCSET 
Committee,  which  has  a  high-performance  computing  initiative 
component  to  it.  We  are  working  through  that  group. 

We  are  going  to  develop  one  of  our  initiatives  for  NTIA  to  par- 
ticipate more  actively  in  the  Federal  coordinating  activities  for  in- 
formation infrastructure. 

Mr.  Rogers.  Is  there  a  detailed  written  proposal  we  could  read 
that  would  give  us  an  overall  picture  of  this  overall  project? 

Mr.  MoRAN.  There  was  a  Time  Magazine  article.  I  tried  to  learn 
from  that,  figuring  that  was  something  that  maybe  I  could  under- 
stand. Is  that  accurate? 

Mr.  SuGRUE.  That  is  not  a  bad  article. 

The  President's  investment  plan,  A  Vision  of  Change  for  Amer- 
ica, describes  the  program.  It  is  also  presented  in  greater  detail  in 
"Technology  for  America's  Economic  Growth — A  New  Direction  To 
Build  Economic  Strength."  This  article  articulates  the  President's 
technology  policy.  The  President  and  the  Vice  President  have  a 
technology  paper. 

Mr.  Rogers.  Do  you  think  we  could  get  Time  Magazine's  reporter 
in  here  today? 

Seriously,  is  there  any  publication  that  can  help  us  understand 
how  this  proposal  fits  into  the  overall  scheme,  not  just  your  part  of 
it. 

Mr.  SuGRUE.  Right.  The  President's  Technology  Initiative  Report 
issued  in  February. 

Mr.  Connors.  February  22nd,  I  think. 

Mr.  SuGRUE.  That  sets  out  the  overall  provision  for  technology 
and  the  overall  information  infrastructure  component  of  that. 

Mr.  Rogers.  Is  that  a  very  big  document? 

Mr.  SuGRUE.  No,  no.  It  is  about  34  pages. 

Mr.  Rogers.  Can  you  provide  the  Committee  with  a  copy  for  the 
record? 

Mr.  Sugrue.  Sure  can.  Will  do. 

[The  information  follows:] 
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Technology  for  America's  Economic  Growth, 
A  New  Direction  to  Build  Economic  Strength 


President  William  J.  Clinton 
Vice  President  Albert  Gore,  Jr. 
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Technology  for  Amenca's  Economjc  Growth: 
A  New  Direction  to  Build  Economic  Strength 


A  New  Direction 

Investing  in  technology  is  investing  in  America's  future:  a  growing  economy  with  more 
high-skiU,  high-wage  jobs  for  American  workers;  a  cleaner  environment  where  energy 
efficiency  increases  profits  and  reduces  pollution;  a  stronger,  more  competitive  pnvate  sector 
able  to  maintain  U.S.  leadership  in  critical  world  markets;  an  educational  system  where  every 
student  is  challenged;  and  an  inspired  scientific  and  technological  research  community  focused 
on  ensuring  not  just  our  national  security  but  our  very  quality  of  life. 

American  technology  must  move  in  a  new  direction  to  build  economic  strength  and  spur 
economic  growth.   The  traditional  federal  role  in  technology  development  has  been  limited  to 
support  of  basic  science  and  mission-oriented  research  in  the  Defense  Department,  NASA,  and 
other  agencies.   This  strategy  was  appropriate  for  a  previous  generation  but  not  for  today's 
profound  challenges.   We  cannot  rely  on  the  serendipitous  application  of  defense  technology  to 
the  private  sector.  We  must  aim  directly  at  these  new  challenges  and  focus  our  efforts  on  the 
new  opportunities  before  us,  recognizing  that  government  can  play  a  key  role  helping  private 
firms  develop  and  profit  from  innovations. 

We  must  move  in  a  new  direction: 

•  Strengthening  America's  industrial  competitiveness  and  creating  jobs; 

•  Creating  a  business  environment  where  technical  innovation  can  flourish  and  where 
investment  is  attracted  to  new  ideas; 

•  Ensuring  the  coordinated  management  of  technology  all  across  the  government; 

•  Forging  a  closer  working  partnership  among  industry,  federal  and  state  governments, 
workers,  and  universities; 

•  Redirecting  the  focus  of  our  national  efforts  toward  technologies  crucial  to  today's 
businesses  and  a  growing  economy,  such  as  information  and  communication,  flexible 
manufacturing,  and  environmental  technologies;  and, 

•  Reaffirming  our  commitment  to  basic  science,  the  foundation  on  which  all  technical 
progress  is  ultimately  built. 
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Fnr  the  Atnericaq  PeQpIg 

Our  most  important  measure  of  success  will  be  our  ability  to  make  a  difference  in  the 
lives  of  the  American  people,  to  harness  technology  so  that  it  improves  the  quality  of  their 
lives  and  the  economic  strength  of  our  nation. 

We  are  moving  in  a  new  direction  that  recognizes  the  critical  role  technology  must  play  in 
stimulating  and  sustaining  the  long-term  economic  growth  that  creates  high-quality  jobs  and 
protects  our  environment. 

We  are  moving  in  a  new  direction  to  create  an  educational  and  training  system  that 
challenges  American  workers  to  match  their  skills  to  the  demands  of  a  fast-paced  economy  and 
challenges  our  students  to  reach  for  resources  beyond  their  classrooms. 

We  are  moving  in  a  new  direction  to  dramatically  improve  our  ability  to  transmit 
complicated  information  faster  and  further,  to  improve  our  transportation  systems,  our  health 
care,  our  research  efforts,  and  even  the  ability  of  our  military  to  respond  quickly  and 
decisively  to  any  threat  to  our  nation's  security. 

Ln  these  times,  technology  matters  as  well  to  an  efficient  farm,  food  processing,  and  food 
retailing  industry  that  delivers  a  variety  of  low-cost,  wholesome  foods;  to  a  construction 
industry  that  builds  high-quality,  affordable  housing;  and  to  an  energy  sector  that  balances 
energy  efficiency  with  clean,  affordable  and  efficient  energy  sources. 

New  Criteria 

We  will  hold  ourselves  to  tough  standards  and  clear  vision.  The  best  technology  policy 
unleashes  the  creative  energies  of  innovators  throughout  the  economy  by  creating  a  market  that 
rewards  invention  and  enterprise.  We  are  moving  to  accelerate  the  development  of  civilian 
technology  with  new  criteria: 

•  Accelerating  the  development  of  technologies  critical  for  long-term  economic 
growth  but  not  receiving  adequate  support  from  private  fuins,  either  because  the 
returns  are  too  distant  or  because  the  level  of  funding  required  is  too  great  for 
individual  firms  to  bear; 

•  Encouraging  a  pattern  of  business  development  that  will  likely  result  in  stable, 
rewarding  jobs  for  large  numbers  of  workers; 

•  Accelerating  the  development  of  technologies  that  could  increase  productivity 
while  reducing  the  burden  of  economic  activity  on  the  local,  regional,  or  global 
environment; 
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•  Improving  the  slalls  offered  by  Amencan  workers  by  increasing  the  productivity 
and  the  accessibility  of  educauon  and  training; 

•  Reflecting  the  real  needs  of  American  businesses  as  demonstrated  by  their 
willingness  to  share  the  cost  of  research  or  participate  in  the  design  of 
initiatives; 

•  Supporting  communities  or  disadvantaged  groups  m  the  U.S.  or  abroad  who 
have  not  enjoyed  the  benefits  of  technology-based  economic  growth; 

•  Contributing  to  U.S.  access  to  foreign  science  and  technology,  enhancing 
cooperation  on  global  problems  or  U.S.  successes  in  technology-related  foreign 
markets. 

Reaching  Our  Technology  Goals 

The  challenge  we  face  demands  that  we  set  and  keep  focused  on  our  goals: 

.    LONG  TERM  ECONOMIC  GROWTH  THAT  CREATES 
JOBS  AND  PROTECTS  THE  ENVIRONMENT 

•    A  GOVERNMENT  THAT  IS  MORE  PRODUCTIVE  AND 
MORE  RESPONSIVE  TO  THE  NEEDS  OF  ITS  CITIZENS 

.    WORLD  LEADERSHIP  IN  BASIC  SCIENCE, 
MATHEMATICS,  AND  ENGINEERING. 

We  have  th'e  means  to  stimulate  innovations  that  will  bring  economic  growth  and  help  us 
reach  our  goals  and  other  important  objectives.  Foremost  is  a  sound  fiscal  policy  that  reduces 
the  federal  deficit  and  lowers  interest  rates.  But  that  is  not  always  enough.  We  must  also  turn 
to: 

•  Research  and  experimentation  tax  credits  and  other  fiscal  policies  to  create  an 
environment  conducive  to  innovation  and  investment; 

•  A  trade  policy  that  encourages  open  but  fair  trade; 

•  A  regulatory  policy  that  encourages  innovation  and  achieves  social  objectives 
efficiently; 

•  Education  and  training  programs  to  ensure  continuous  learning  opportunities  for  all 
Americans; 
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.    Suppon  for  private  research  and  development  through  research  partnerships  and  other 
mechanisms  to  accelerate  technologies  where  market  mechanisms  do  not  adequately 
reflect  the  nation's  return  on  the  investment; 

•  Support  for  contract  R&D  centers  and  manufacturing  extension  centers  that  can  give 
small  businesses  easy  access  to  technical  innovations  and  know-how; 

•  Support  for  a  national  telecommunications  infrastructure  and  other  uiformation 
infrastructures  critical  for  economic  expansion; 

•  Department  of  Defense  and  other  federal  agency  purchasing  policies  designed  to  foster 
early  markets  for  innovative  products  and  services  that  contribute  to  national  goals; 

•  Strong  and  sustained  support  for  basic  science  to  protect  the  source  of  future 
innovations; 

•  International  science  and  technology  cooperative  projects  that  enhance  U.S.  access  to 
foreign  sources  of  science  and  technology,  contribute  to  the  management  o£  global 
problems,  and  provide  the  basis  for  marketing  U.S.  goods  and  services; 

•  Dual-use  Defense  Department  research  and  development  programs; 

•  National  user  facilities  that  make  sophisticated  research  tools,  such  a  synchrotron 
radiation  and  neutron  beam  tools,  available  to  a  variety  of  research  organizations. 

Managing  Technology  for  Economic  Growth 

Redirecting  America's  programs  in  science  and  technology  will  require  major  changes  in 
the  way  we  manage  our  efforts.  Tight  management  is  essential  to  ensure  the  highest  possible 
return  our  investments  and  to  ensure  that  tax,  regulatory  and  other  efforts  reinforce  instead  of 
frustrate  our  work. 

We  are  making  major  changes: 

•  Working  with  Vice  President  Gore,  a  reinvigorated  Office  of  Science  and  Technology 
Policy  will  lead  in  the  development  of  science  and  technology  policy  and  will  use  the 
Federal  Coordinating  Council  on  Science,  Engineering,  and  Technology,  along  with 
other  means,  to  coordinate  the  R  &  D  programs  of  the  federal  agencies; 

•  The  new  National  Economic  Council  will  monitor  the  implementation  of  new  policies 
and  provide  a  forum  for  coordinating  technology  policy  with  the  policies  of  the  tax, 
trade,  regulatory,  economic  development,  and  other  economic  sectors. 

As  we  move  from  traditional,  mission-oriented  R  &  D  to  investments  designed 
specifically  to  strengthen  America's  industrial  competitiveness  and  create  jobs,  considerable 
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care  must  be  taken  to  set  pnonties.    In  many  cases,  it  will  be  essenuaJ  to  require  cost-shanng 
on  the  part  of  pnvate  partners.    In  all  cases,  it  will  be  essential  for  our  government  to  work 
closely  with  business  and  labor. 

Our  initiative  in  advanced  manufacturing,  for  example,  will  not  be  successful  without 
direct  input  from  the  pnvate  sector  about  which  technical  areas  are  most  important.   We  will 
conduct  a  review  of  laws  and  regulations,  such  as  the  Federal  Advisory  Committee  Act  and 
conflict-of-interest  regulations  to  determine  whether  changes  are  needed  to  increase 
government-industry  communication  and  cooperation. 

We  also  will  work  closely  with  Congress  to  prevent   'earmarking'  of  funds  for  science 
and  technology.   Peer  review  and  merit-based  competition  are  critical  to  the  success  of  any 
science  and  technology  policy. 

Effective  management  of  technology  policy  also  requires  an  effective  partnership  between 
federal  and  state  governments.  The  states  have  pioneered  many  valuable  programs  to 
accelerate  technology  development  and  commercialization.   Our  efforts  should  build  on  these 
programs. 

And,  every  federal  technology  program,  including  those  of  long-standing,  will  be 
regularly  evaluated  against  pre-established  criteria  to  determine  if  they  should  remain  part  of  a 
national  program.     Major  changes  facing  our  nation's  economy  demand  a  searching  re- 
examination of  technology  programs,  particularly  now  as  we  move  toward  new  efforts  and  a 
new  emphasis  in  our  technology  for  America's  economic  growth. 

Building  America's  Economic  Strength:   New  Initiatives 

The  challenges  we  face  -  from  our  competitors  abroad  and  from  our  people  at  home  - 
demand  dramatic  innovation  and  bold  action  that  will  not  just  revive  our  economy  now  but 
also  ensure  our  economic  growth  well  into  the  future.   Building  America's  economic  strength 
through  technology  demands  new  initiatives  that  confront  these  challenges  effectively, 
efficiently,  and  creatively. 

.    PERMANENT  EXTENSION  OF  THE  RESEARCH  AND  EXPERIMENTATION 
TAX  CREDIT  to  sustain  incentives  for  the  R&E  work  so  essential  to  new 
developments; 

.    INVESTMENT  IN  A  NATIONAL  INFORMATION  INFRASTRUCTURE  and 
establishment  of  a  task  force  working  with  the  private  sector  to  design  a  national 
communications  policy  that  will  ensure  rapid  introduction  of  new  communication 
technology; 

•    ACCELERATED  INVESTMENT  IN  ADVANCED  MANUFACTURING 

TECHNOLOGIES  that  promote  U.S.  industrial  competitiveness  and  that  build  on, 
rather  than  minimize,  worker  skills; 
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RE  ESTABLISHING  TECHNOLOGICAL  LEADERSHIP  AND 
COMPETmVENESS  OF  THE  U.S.  AUTOMOBILE  INDUSTRY  through  a  major 
new  program  to  help  the  industry  develop  cnncal  new  technology  that  can  all  but 
eliminate  the  environmental  hazards  of  automobile  use  and  operate  from  domesDcaUy 
produced  fuels  and  facilitate  the  development  of  a  new  generation  of  automobiles; 

IMPROVE  TECHNOLOGY  FOR  EDUCATION  AND  TRAINING  by  supporting  the 
development  and  introduction  of  computer  and  communications  equipment  and 
software  that  can  increase  the  productivity  of  learning  in  formal  school  settings,  a 
variety  of  business  training  facilities  and  in  homes. 

INVESTMENTS   IN  ENERGY-EFFICIENT  FEDERAL  BUILDINGS  to  reduce 
wasteful  energy  expenses  and  encourage  the  adoption  of  innovative,  energy-efficient 
technology. 
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GOAL:    LX)NG-TERM  ECONONUC  GROWTH  THAT  CREATES  JOBS  AND 
PROTECTS  THE  EN'\  IRON>tENT 

Technology  is  the  engine  of  economic  growth.    In  the  United  States,  technologica] 
advance  has  been  responsible  for  as  much  as  two-thirds  of  producuvity  growth  since  the 
Depression.  Breakthroughs  such  as  the  transistor,  computers,  recombinant  DNA  and  synthetic 
matenals  have  created  entire  new  industries  and  millions  of  high-paying  jobs. 

IntemationaJ  competitiveness  depends  less  and  less  on  traditional  factors  such  as  access 
to  natural  resources  and  cheap  labor.    Instead,  the  new  growth  industnes  are  knowledge  based. 
They  depend  on  the  continuous  generation  of  new  technological  innovations  and  the  rapid 
transformation  of  these  innovations  into  commercial  products  the  world  wants  to  buy.   That 
requires  a  talented  and  adaptive  work  force  capable  of  using  the  latest  technologies  and 
reaching  ever-higher  levels  of  productivity. 

Modem  production  systems  also  make  much  more  efficient  use  of  energy  and 
materials.    Advances  in  technology  can  lead  to  enormous  reductions  in  the  environmental 
emissions  associated  with  automobiles,  buildings,  and  factories.   And  because  pollution  always 
signals  inefficiencies  and,  because  wasteful  energy  costs  raise  the  price  of  doing  business, 
these  technology  advances  can  also  lead  to  increased  profits. 

We  can  promote  technology  as  a  catalyst  for  economic  growth  by: 

•  directly  supporting  the  development,  commerciahzalion,  and  deployment  of  new 
technology; 

•  fiscal  and  regulatory  policies  that  indirectly  promote  these  activities; 

•  investment  in  education  and  training;  and, 

•  support  for  critical  transportation  and  communication  infrastructures. 

Technology  Development.  Commercialization  and  Use 

Since  World  War  II ,  the  federal  government's  de  facto  technology  policy  has  consisted 
of  support  for  basic  science  and  mission-oriented  R&D  -  largely  defense  technology. 
Compared  to  Japan  and  our  other  competitors,  support  for  commercial  technology  has  been 
minimal  in  the  U.S..    Instead,  the  U.S.  government  has  relied  on  its  investments  in  defense 
and  space  to  trickle  down  to  civilian  industry. 

Although  that  approach  to  commercial  technology  may  have  made  sense  in  an  earlier 
era,  when  U.S.  firms  dominated  world  markets,  it  is  no  longer  adequate.    The  nation  urgently 
needs  improved  strategies  for  govemmentyinduslry  cooperation  in  the  support  of  industrial 
technology.  These  new  approaches  need  not  jeopardize  agency  missions:   In  many  technology 
areas,  missions  of  the  agencies  coincide  with  commercial  interests  or  can  be  accomplished 
better  through  close  cooperation  with  industry. 
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This  Administration  will  modify  the  ways  federal  agencies  do  business  to  encourage 
cooperative  work  with  industry  in  areas  of  mutual  interest.    President  Eisei.hower  undertook  a 
similar  policy  change  in  1954,  when  he  issued  an  executive  order  directing  federal  agencies  to 
support  basic  research.   This  new  policy  will  result  in  significantly  more  federal  R&D 
resources  going  to  (pre-competitive)  projects  of  commercial  relevance.    It  will  also  result  in 
federal  programs  that  go  beyond  R&D,  where  appropriate,  to  promote  the  broad  application  of 
new  technology  and  know-how. 

R&D.    At  the  level  of  technology  development,  the  fiindamental  mechanism  for  carrying  out 
this  new  approach  is  the  cost-shared  R&D  partnership  between  government  and  industry.   AU 
federal  R&D  agencies  (including  the  nation's  726  federal  laboratories)  will  be  encouraged  to 
act  as  partners  with  industry  wherever  possible.   In  this  way,  federal  investments  can  be 
managed  to  benefit  both  government's  needs  and  the  needs  of  U.S.  businesses. 

This  reorientation  is  particularly  urgent  for  the  Department  of  Defense,  which  accounts 
for  56  percent  of  all  federal  R&D.     A  significant  portion  of  DoD's  research  and  development 
budget  is  already  focused  on  dual-use  projects  —  particularly  projects  supported  by  the  Defense 
Advanced  Research  Projects  Agency  (DARPA).    Since  a  growing  number  of  defense  needs 
can  be  met  most  efficiently  by  commercial  products  and  technology  in  the  years  ahead,  this 
fraction  will  increase.    DoD  is  developing  a  strategy  to  improve  the  integration  of  defense  and 
commercial  technology  development. 

All  federal  support  for  technology  development  is  being  reviewed  to  ensure  that 
research  priorities  are  in  line  with  contemporary  needs  of  industry  and  to  ensure  that  strategies 
for  working  with  industry  are  consistent. 

To  strengthen  industry-government  cooperation  and  to  provide  more  federal  support  for 
commercial  R&D: 

•  The  ratio  of  civilian  and  dual-use  R&D  to  purely  military  R&D  is 
sigmTicantly  higher  in  President  Clinton's  economic  plan.  This  is  a  first  step 
toward  balancing  funding  levels  for  these  two  categories.     In  1993,  the  civilian 
share  of  the  total  federal  R&D  budget  was  approximately  41%.   Under  President 
Clinton's  plan,  the  civilian  share  will  be  more  than  50%  by  1998.    Total 
spending  for  civilian  R&D  will  rise  from  $27.9  billion  to  36.6  billion  during  this 
period. 

•  The  Commerce  Department's  Advanced  Technology  Program  is  expanded 
significantly.   Established  in  1990,  the  ATP  shares  the  costs  of  industry-defined 
and  industry-led  projects  selected  through  merit-based  competitions. 

•  The  Defense  Advanced  Research  Projects  Agency  (DARPA)  will  be 
renamed  the  Advanced  Research  Projects  Agency  (ARPA)  -  as  the  agency 
was  known  before  1972.   The  ARPA  program  in  dual  use  will  be  expanded  in 
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ways  that  increase  the  LDcelihood  that  defense  reseajch  can  lead  to  civilian 
prcxiuct  opportunities. 

•  New  Department  of  Energy  programs  designed  to  Increase  the  productivity 
of  energy  use  in  industry,  transportation,  and  buildings  as  well  as 
renewable  energy  programs  wiU  ensure  that  the  goals  of  environmental 
protection  are  fully  consistent  with  other  business  objectives.   DoE,  working 
with  other  agencies,  will  encourage  industry  R&D  consortia  in  an  effort  directed 
at  reducing  pollution  and  manufacturing  waste. 

•  Manufacturing  R&D  will  receive  particular  attention  from  ATP,  ARPA  and 
other  federal  agencies.    SEMATECH,  an  industry  consortium  created  to 
develop  semiconductor  manufacturing  technology,  will  receive  continued 
matching  funds  from  the  Department  of  Defense  in  FY94.    This  consortium  can 
serve  as  a  model  for  federal  consortia  funded  to  advance  other  critical 
technologies.     Programs  will  be  encouraged  in  the  development  of  a  new 
automobile,  new  construction  technologies,  intelligent  control  and  sensor 
technologies,  rapid  prototyping,  and  environmentally-conscious  manufacturing. 

•  All  laboratories  managed  by  the  Department  of  Energy,  NASA,  and  the 
Department  of  Defense  that  can  make  a  productive  contribution  to  the 
civilian  economy  will  be  reviewed  with  the  aim  of  devoting  at  least  10-20 
percent  of  their  budgets  to  R&D  partnerships  with  industry. 

•  Agencies  will  make  it  a  priority  to  remove  obstacles  to  Cooperative  R&D 
Agreements  (CRADAs)  and  to  facilitate  industry-lab  cooperation  through 
other  means. 

•  The  Federal  Coordinating  Council  for  Science,  Engineering,  and  Technology 
(FCCSET)  will  be  strengthened.   Initiatives  are  currently  underway  in  the 
foUowing  six  areas:  improving  our  understanding  of  the  climate  system,  advanced 
supercomputers  and  computer  networks,  math  and  science  education,  materials 
processing,  biotechnology,  and  advanced  manufacturing. 

Commercialization.   Although  U.S.  firms  remain  relatively  strong  in  the  invention  of  new 
technologies,  foreign  competitors  are  often  first  to  commercialize  and  bring  new  products  to 
market.   The  reonentabon  of  federal  R&D  can  play  an  important  role.   Cooperative  research  is 
a  powerful  way  to  get  technology  and  know-how  into  the  hands  of  businesses  that  are  in  a 
position  to  put  them  quickly  to  work.    The  tax,  regulatory,  and  other  reforms  described  later 
also  play  a  key  role  by  creating  a  favorable  investment  environment  for  innovation.   But  in 
many  cases  additional  programs  are  needed,  such  as: 

•  Regional  Technology  Alliances  explicitly  designed  to  promote  the 
commercialization  and  apphcation  of  critical  technologies  in  which  there  are 
regional  clusters  of  strength  to  encourage  firms  and  research  institutions  within  a 
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particular  region  to  exchange  information,  share  and  develop  technology,  and 
develop  new  products  and  markets. 

•  AgiJe  Manufacturing   programs  expanded  to  allow  temporary  networks  of 
complementary  firms  to  come  together  quickly  to  exploit  fast-changing  market 
opportunities.   These  programs  suppwrt  the  development  and  dissemination  of 
information  technology  and  technical  standards  to  make  such  networks  possible. 

Access  and  Use.   In  addition  to  support  for  the  development  and  adoption  of  new 
technologies,  programs  are  needed  to  ensure  that  all  American  businesses  have  easy  access  to 
existing  technology  and  best  practices.  The  Agriculture  Department  has  historically  devoted 
half  of  its  R&D  budget  to  the  active  dissemination  of  research  results.  The  extraordinary 
productivity  gains  in  American  farming  throughout  this  century  owe  a  great  deal  to  the  close 
Links  between  individual  farmers  and  county  extension  agents. 

American  manufacturing  also  needs  an  effective  system.   New  manufacturing 
technologies  and  approaches  are  available  that  can  lead  to  dramatic  improvements  in  product 
quality,  cost,  and  time-to-market.   But  relatively  few  U.S.  businesses  have  taken  advantage  of 
these  new  technologies  and  best  practices.   The  problem  is  particularly  acute  among  the 
360,000  small  and  medium-sized  manufacturers,  many  of  whom  are  still  using  1950s 
technology. 

Workers  should  play  a  significant  role  in  the  use  and  spread  of  manufacturing 
technology.  Workplace  experience  makes  clear  that  new  technologies  are  implemented  most 
effectively  when  the  knowledge  and  concerns  of  workers  are  included  in  the  process. 

To  enhance  the  use  of  and  access  to  technology,  we  will: 

•  Create  a  national  network  of  manufacturing  extension  centers.   Existing  state 
and  federal  manufacturing  extension  centen  managed  through  the  Department  of 
Commerce  provide  assistance  to  a  small  number  of  businesses,  but  service  must 
be  greatly  expanded  to  give  all  businesses  access  to  the  technologies,  testing 
facilities,  and  training  programs  they  need.  Federal  funds  (to  be  matched  by  state 
and  local  governments)  will  support  and  build  on  existing  state,  local,  and 
university  programs,  with  the  goal  of  creating  a  nation-wide  network  of  extension 
centers. 

•  Elxpand  the  Manufacturing  Elxperts  in  the  Classroom  program  to  support 
manufacturing  specialists  from  industry  and  labor  teaching  in  technical  and 
community  colleges.   The  goal  is  to  strengthen  the  capacity  of  such  institutions  to 
serve  regional  manufacturing  firms. 

•  Work  through  the  Department  of  Labor  to  assist  US  nrms  in  implementing 
the  principles  of  high  performance  work  organization.  DOL  will  coordinate 
assistance  in  workforce  literacy,  technical  training,  labor  management  relations, 
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and  the  restructuring  of  management  and  work  processes.    Implementation  will 
occur  in  part  through  the  network  of  manufacturing  extension  centers. 
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A  Wnrld-riass  Busme-^  Fnv.rnnmpn.  For  Innovauon  and  Pnvate  Sector  Investment 

Increasing  investment  in  civilian  technologies  is  only  one  element  of  a  strategy  to 
restore  Amenca's  industriaJ  and  technological  leadership,  and  to  create  high-wage,  high-stall 
jobs.    TTie  Umted  States  must  also  ensure  that  its  tax,  trade,  regulatory  and  procurement 
policies  encourage  pnvate  sector  investment  and  innovation.    In  a  global  where  capital  and 
technology  are  increasingly  mobUe,  the  United  States  must  make  sure  that  it  has  the  best 
environment  for  pnvate  sector  investment  and  job  creation. 

To  improve  the  environment  for  private  sector  investment  and  create  jobs,  we  will: 

1 .  Make  Permanent  the  Research  and  Experimentation  (R&E)  Tax  Credit:   The  need 
for  additional  U.S.  investment  in  R&D  is  clear.   Currently,  the  Umted  States  invests  1.9 
percent  of  GDP  in  non-defense  R&D,  as  compared  to  3.0  percent  in  Japan  and  2.7 
percent  in  West  Germany.   We  will  increase  private  R&E  expenditures  by  making  the 
Research  and  Experimentation  tax  credit  jjermanent.   In  the  past,  the  effectiveness  of  this 
credil  has  been  undermined  by  a  senes  of  six  and  nine-month  temporary  extensions.   The 
credit  cannot  induce  additional  R&E  expenditures  unless  its  future  availability  is  known 
when  the  businesses  are  planning  R&E  projects  and  projecting  costs.   R&E  activity,  by 
its  nature,  is  long  term  and  businesses  should  be  able  to  plan  their  research  activity 
knowing  that  the  credit  will  be  available  when  the  research  is  actually  undertaken.   Thus 
if  the  R&E  credit  is  to  have  the  intended  incentive  effect,  it  should  be  permanent. 

2.  Create  incentives  for  long-term  investments  in  small  businesses:   The  Administration 
will  send  legislation  to  Congress  designed  to  provide  incentives  for  those  who  make 
high-risk,  long-term  venture  capital  mvestments  in  startups  and  other  small  enterprises. 
These  companies  are  the  major  source  of  job  creation,  economic  growth,  and 
technological  dynamism  in  our  economy. 

3.  Create  incentives  for  investment  in  equipment:   Currently,  America's  chief  economic 
competitors  are  investing  twice  as  much  in  plant  and  equipment  (as  a  percentage  of 
GDP)  as  the  United  States.   Furthermore,  studies  show  a  high  correlation  between 
mvestment  in  new  equipment  and  productivity  —  since  new  technologies  are  often 
embodied  in  capital  equipment.   To  stimulate  additional  investment  in  equipment,  the 
Administration  will  propose  a  temporary  incremental  investment  tax  credit  for  large 
businesses  and  a  permanent  credit  for  small  businesses. 

4.  Reform  antitrust  laws  to  permit  joint  production  ventures:  The  Administration  will 
forward  legislation  to  Congress  which  would  extend  the  National  Cooperative  Research 
Act  of  1984  to  cover  joint  production  ventures.   Increasingly,  the  escalating  cost  of  state- 
of-the-art  manufacturing  facilities  will  require  firms  to  share  costs  and  pool  risks. 

5.  Ensure  that  U.S.  trade  policy  strengthens  high  technology  industries:  To  remain 
competitive,  America's  high-tech  industries  need  full  access  to  overseas  markets  and 
effective  protection  of  intellectual  property  rights.   The  Administration  is  committed  to 
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mukilaieraJ  and  bilateral  negouauons,  and  enforcement  of  existing  agreements,  that  will 
accomplish  these  objecuves.    The  trade  policy  must  also  be  consistent  with  a  vigorous 
public  research  and  development  program. 

6.  Review  proposals  to  increase  the  supply  and  availability  of  patient  capital:    A 

number  of  proposals  have  been  made  to  increase  the  tame-honzon  of  investments.    For 
example,  the  Nauonal  Academy  of  Science  has  proposed  creating  a  publicly-funded, 
pnvaiely  run  Civilian  Technology  Corporation.   The  pnvate-sector  Council  on 
Compeuuveness  has  proposed  a  sweeping  set  of  reforms  to  improve  corporate 
governance  and  encourage  long-term  asset  ownership.   The  Administration  will  review 
these  and  other  proposals  in  an  effort  to  improve  the  environment  for  long-term 
investments. 

7.  Ensure  that  federal  regulatory  policy  encourages  investment  in  innovation  and 
technology  development  that  achieve  the  purposes  of  the  regulation  at  the  lowest 
possible  cost:      Regulatory  policy  can  have  a  significant  impact  on  the  rate  of 
technology  development  in  energy,  biotechnology,  pharmaceuticals, 
telecommunications,  and  many  other  areas.     The  caliber  of  the  regulatory  agencies  can 
affect  the  international  competitiveness  of  the  industries  they  oversee.    At  the  same 
lime,  skillful  support  of  new  technologies  can  help  businesses  reduce  costs  while 
complying  with  ambitious  environmental  regulations.    A  well  designed  regulatory 
program  can  sumulate  rather  than  frustrate  attractive  directions  for  innovation.    We 
will  review  the  nation's  regulatory  "infrastructure"  to  ensure  that  unnecessary  obstacles 
to  technical  innovation  are  removed  and  that  prionties  are  attached  to  programs 
introducing  technology  to  help  reduce  the  cost  of  regulatory  compliance. 

Education  and  Training 

Technology  policy  can  play  a  key  role  in  supporting  our  commitment  to  improving  the 
education  and  training  opportunities  for  all  Amencans. 

First,  it  is  essential  that  priorities  in  research,  regulatory,  and  other  fx)licies  designed  to 
encourage  innovation  and  investment  in  the  economy  reflect  the  need  to  create  high- 
performance  woriqjlaces  —  woriq)laces  which  offer  all  workers  skilled,  rewarding  jobs  with 
opportunities  for  growth.     These  priorities  are  reflected  in  the  design  of  the  initiatives 
described  earlier.   Our  plan  ensures  that  economic  growth  works  to  the  advantage  of  all 
Americans  in  the  workforce,  not  just  an  elite  group  of  well-educated  workers  who  have  easy 
access  to  training  in  new  skills. 

Secondly,  it  is  essential  that  all  Americans  have  access  to  the  education  and  training 
they  need  and  that  the  teaching  enterprise  itself  become  a  high-performance  workplace.   Our 
initiatives  in  education  and  training  follow  four  central  themes:   resU^cturing  primary  and 
secondary  schooling,  using  youth  apprenticeships  and  other  programs  to  facilitate  the  transition 
from  school  to  work  for  people  who  do  not  expect  to  go  to  college,  making  training  accessible 
and  affordable  to  all  workers  who  need  to  upgrade  their  skills  to  keep  pace  with  a  rapidly 
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changing  economy,  and  programs  specifically  targeted  to  help  workers  displaced  by  decUnmg 
defense  budgets  or  increased  intemauonal  trade. 

Technology  policy  can  and  must  support  all  of  these  objectives. 

1.  Public  mvestment  will  be  provided  to  support  technology  that  can  increase  the 
productivity  of  learning  and  teaching  in  formal  school  settings,  in  moustnal  training, 
and  even  at  home.   New  information  technologies  can  give  teachers  more  power  in  the 
classroom  and  create  a  new  range  of  employment  opportunities.   Schools  can 
themselves  become  high-performance  workplaces. 

2.  Public  investment  will  also  be  increased  for  programs  designed  to  provide  needed  skills 
in  mathematics,  science,  and  engineering.   Programs  will  be  supported  in  primary, 
secondary,  college,  post-graduate  schools  and  in  a  range  of  industrial  training  facilities. 
Particular  attention  will  be  paid  to  increasing  participation  by  minorities  and  women. 

3.  Defense  capabilities  in  education  and  training  represent  an  important  resource.    New 
programs  will  accelerate  transfer  of  this  experience  to  civilian  institutions.   The 
Department  of  Defense  and  NASA  have  invested  heavily  both  in  the  hardware  and 
software  needed  for  advanced  instructional  systems,  they  have  accumulated  valuable 
experience  in  how  to  use  the  new  technologies  in  practical  teaching  situations.   The 
Navy  Training  Systems  Center  and  the  Army  Simulation,  Training  and  Instrumentation 
Command  together  spend  about  SI  billion  a  year  on  training  systems.   There  are  over 
150  defense  simulation  and  training  companies  serving  these  needs  in  central  Flonda 
alone. 

Specific  initiatives  include  the  following: 

A.  Access  to  the  Internet  and  developing  NREN  will  be  expanded  to  connect  university 
campuses,  community  colleges,  and  K-12  schools  to  a  high-speed  communications 
network  providing  a  broad  range  of  uiformation  resources.   Support  will  be  provided  for 
equipment  allowing  local  networks  in  these  learning  institutions  access  to  the  network 
along  with  support  for  development  of  high-performance  software  capable  of  taking 
advantage  of  the  emerging  hardware  capabilities. 

B.  An  interagency  task  force  will  be  created  from  appropriate  federal  agencies  to  (i) 
establish  software  and  communication  standards  for  education  and  training,  (ii) 
coordinate  the  development  of  critical  software  elements,  (iii)  support  innovative 
software  packages  and  curriculum  design,  and  (iv)  coUect  information  resources  in  a 
standardized  format  and  make  them  available  to  schools  and  teaching  centers  throughout 
the  nation  through  both  conventional  and  advanced  communication  networks.  This  task 
force  will  provide  specific  assistance  to  the  interagency  task  force  on  worker 
displacement. 
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C.  Programs  in  the  Federal  Coordinating  Council  for  Science,  Engineering,  and 
Technology  (FCCSET)  Committee  on  Education  and  H  mian  Resources  programs 
will  be  enhanced.    TTiese  programs  are  designed  to  improve  the  teachmg  of  science, 
mathematics,  and  engmeenng  at  all  levels.    In  K-12  schools,  pnmary  emphasis  will  be 
placed  on  teacher  preparation,  comprehensive  organizational  reform,  and  curriculum 
development.    Programs  for  undergraduate  education  emphasize  faculty  preparation  and 
organization  and  curriculum  reforms  but  place  heaviest  emphasis  on  student  incentives. 
At  the  graduate  level,  most  funding  is  directed  for  fellowships. 

D.  Proposals  will  be  encouraged  for  an  industry  consortia  or  regional  alliance  designed 
to  develop  new  teaching  systems  (hardware  and  software)  and  work  with  training 
organizations  throughout  the  nation  to  develop,  install,  and  maintain  state-of-the  art 
systems.     Firms  now  providing  similar  services  to  defense  training  organizations  are 
likely  to  participate. 

E.  Promote  Manufacturing  Engineering  Education.   Traditional  engmeering  education, 
with  its  focus  on  product  design  and  analysis,  has  seriously  neglected  the  management 
and  operation  of  manufacturing  activities.   This  program  provides  matching  funds  for 
graduate  or  undergraduate  programs  in  manufacturing  engineering. 
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New  OptioDS  ofTered  by  Information  Technology 
in  Education  and  Training 

Computers  can  create  an  unprecedented  opportunity  for  learning  complex  ideas, 

creating  an  environment  that  can  closely  approximate  real  work  environments  or 

experimental  apparatus. 

Intercormected  systems  can  help  students  work  together  as  parts  of  a  team  even  if  the 

members  of  the  team  are  separated  geographically. 

Training  can  be  embedded  as  a  part  of  new  equipment.  Complex  machine  tools  or 

software  packages  can  be  purchased  with  tutorials  that  bring  new  operators  up  to  speed 

quickly,  that  provide  quick  refreshers  for  unusual  events,  and  that  allow  operators  to 

build  new  competencies  during  off-hours. 

Advanced  systems  permit  instruction  tailored  to  the  learning  needs  of  individuals.   This 

is  particularly  important  for  retraining  adults  that  reenter  a  training  environment  with  a 

great  variety  of  learning  needs  and  learning  abilities.  And  it  is  important  in  ensuring 

that  minorities,  women,  people  with  disabilities,  and  others  that  may  be  disadvantaged 

by  traditional  approaches  to  instruction. 

Communication  technologies  can  bring  a  rich  education  and  training  environment  to 

people  isolated  because  they  live  in  remote  areas  or  because  of  the  demands  of  work 

and  family  responsibilities. 

Technology  can  reduce  the  burden  of  record-keeping  and  other  paperwork  that 

consumes  so  much  teacher  time  in  today's  classrooms.  It  can  also  bring  teachers  and 

schools  together  in  ways  tliat  facilitate  the  exchange  of  ideas  and  build  a  sense  of 

community. 


"  Information  Superhighways' 

Efficient  access  to  information  is  becoming  critical  for  all  parts  of  the  American 
economy.    Banks,  insurance  companies,  manufacturing  concerns,  and  many  other  business 
operations  now  depend  on  high-speed  communication  links.  Many  more  businesses  can  take 
advantage  of  such  systems  if  they  are  reliable,  easy  to  use,  and  inexpensive.   Such  systems 
would  also  be  of  enormous  value  to  schools,  hospitals,  and  other  public  organizations.   Even 
the  most  remote  school  could  be  connected  to  state-of-the  art  information.   Hospitals  could  call 
in  experts  for  consultation  even  if  the  expert  is  far  from  the  patient. 

Accelerating  the  introduction  of  an  efficient,  high-speed  communication  system  can 
have  the  same  effect  on  US  economic  and  social  development  as  public  investment  in  the 
railroads  had  in  the  19th  century.   It  would  provide  a  critical  tool  around  which  many  new 
business  opportunities  can  develop. 

Specific  new  programs  include  : 
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A.  Implementation  of  the  High-performance  Computing  and  Communications 
Program  established  by  the  High-Perfonnance  Compuung  Act  of  1991  introduced  by 
Vice  President  Gore  when  he  served  in  the  Senate.     Research  and  development  funded 
by  this  program  is  creating  (1)  more  powerful  super  computers,  (2)  faster  computer 
networks  and  the  first  nationaJ  high  speed  network,  and  (3)  more  sophisticated 
software.  This  network  wiU  be  constructed  by  the  pnvate  sector  but  encouraged  by 
federal  policy  and  technology  developments.     In  addition,  it  is  providing  scientists  and 
engineers  with  the  tools  and  training  they  need  to  solve  "Grand  Challenges",  research 
problems-like  modeling  global  warming—that  cannot  be  solved  without  the  most 
powerful  computers. 

B.  Create  a  Task  Force  on  lafurmation  Ini'rastructure.   Government  telecommunication 
and  information  policy  has  not  kept  pace  with  new  developments  in  telecommunications 
and  computer  technology.  As  a  result,  government  regulations  have  tended  to  inhibit 
competition  and  delay  deployment  of  new  technology.  For  instance,  without  a 
consistent,  stable  regulatory  environment,  the  private  sector  will  hesitate  to  make  the 
investments  necessary  to  build  the  high-speed  national  telecommunications  network  that 
this  country  needs  to  compete  successfully  in  the  21st  Century.    To  address  this  problem 
and  others,  we  will  create  a  high-level  inter-agency  task  force  within  the  National 
Economic  Council  which  will  work  with  Congress  and  the  private  sector  to  find 
consensus  on  aiid  implement  policy  changes  needed  to  accelerate  deployment  of  a 
national  information  infrastructure. 

C.  Create  an  Information  Infrastructure  Technology  Program  to  assist  industry  in  the 
development  of  the  hardware  and  software  needed  to  fully  apply  advanced  computing 
and  networking  technology  in  manufacturing,  in  health  care,  in  life-long  learning,  and 
in  libraries. 

D.  Provide  funding  for  networking  pilot  projects  through  the  National 
Telecommunications  and  Information  Administration  (NTIA)  of  the  Def)artment  of 
Commerce.   NTIA  will  provide  matching  grants  to  states,  school  districts,  libraries, 
and  other  non-profit  entities  so  that  they  can  purchase  the  computers  and  networking 
connections  needed  for  distance  learning  and  for  hooking  into  computer  networks  Uke 
the  Internet.  These  pilot  projects  wdll  demonstrate  the  benefits  of  networking  to  the 
educational  and  library  communities. 

E.  Promote  dissemination  of  Federal  information.   Every  year,  the  Federal  government 
spends  billions  of  dollars  collecting  and  processing  information  (e.g.  economic  data, 
environmental  data,  and  technical  information).  Unfortunately,  while  much  of  this 
information  is  very  valuable,  many  potential  users  either  do  not  know  that  it  exists  or 
do  not  know  how  to  access  it.  We  are  committed  to  using  new  computer  and 
networking  technology  to  make  this  information  more  available  to  the  taxpayers  who 
paid  for  it.   In  addition,  it  will  require  consistent  Federal  information  policies  designed 
to  ensure  that  Federal  information  is  made  available  at  a  fair  price  to  as  many  users  as 
possible  while  encouraging  growth  of  the  information  industry. 
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Transportation  and  other  Infrastajcture 

A  competitive,  growing  economy  requires  a  transportation  system  that  can  move 
people,  goods  and  services  quickly  and  efficiently.   To  meet  this  challenge,  each  transpon 
sector  must  work  effectively  both  by  itself  and  as  part  of  a  larger,  interconnected  whole.   With 
nearly  one  out  of  every  six  dollars  of  GDP  now  spent  in  transpwrtation  related  activities, 
technologies  that  increase  the  speed,  reliability,  and  cost-effectiveness  of  the  transportation 
sector  will  also  increase  the  economy's  competitiveness  and  ability  to  create  jobs. 

One  of  the  greatest  challenges  we  face  is  to  rehabilitate  and  properly  maintain  the  huge 
stock  of  infrastructure  facilities  already  in  place.   With  this  in  mind,  the  Administration  will 
consider  establishing  an  integrated  program  of  research  designed  to  enhance  the  performance 
and  longevity  of  the  existing  infrastructure.   Among  other  things,  this  program  would 
systematically  address  issues  of  assessment  technology  and  renewal  engineering.  A  strategic 
program  to  develop  new  technologies  for  assessing  the  physical  condition  of  the  nation's 
infrastructure,  together  with  techniques  to  repair  and  rehabilitate  those  structures,  could  lead  to 
more  cost-effective  maintenance  of  the  infrastructure  necessary  to  economic  growth. 

Providing  a  world  class  transportation  sector  will  require  the  nation  to  meet  the 
challenges  posed  both  by  increased  congestion  in  many  parts  of  the  transportation  system,  and 
by  the  need  to  rebuild  and  maintain  a  public  capital  stock  valued  at  more  than  S2.4  trillion. 
To  meet  these  challenges,  the  Administration's  program  includes  increased  investment  in  a 
number  of  areas: 

A.  Upgrading  the  nation's  highways  and  transit  systems  by  providing  additional 
funding  authorized  by  the  Intermodal  Surface  Transportation  Efficiency  Act  of 
1991  (ISTEA).  Improve  mass  transit  services  and  facilities  by  investing  an  additional 
$600  nullion  in  1994  and  $1  billion  each  year  from  1995  to  1998  in  transit  capital 
projects. 

B.  Investiog  in  magnetic  levitation  (maglev)  transportation  and  high-speed  rail  by 

providing  funds  for  a  maglev  prototype  and  for  start-up  of  private  or  state/local  high- 
speed rail  projects. 


C.  Increasing  research  on  new  technologies  that  could  lead  to  the  development  of 
"smart  highways".  These  efforts  range  from  technologies  that  provide  in-route  planning 
and  traffic  monitoring,  to  those  that  would  support  a  fuOy  automated  system. 

D.  Increasing  research  on  civil  aviation  technologies,  including  an  examination  of  the 
economic,  market,  safety,  and  noise  aspects  of  advanced  aircraft.    We  will  also  support 
advanced  in-flight  space  and  ground-based  command,  navigation,  weather  prediction, 
and  control  systems.    US  aeronautical,  research  and  development  facilities  infrastructure 
such  as  wind  tunnels  will  also  be  revitalized. 
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Increasing  research  on  new  materials  that  will  allow  the  construction  of  infrastructure 
facilities  that  are  more  durable,  minimizing  the  frequency  of  costly  reconstruction  with 
its  attendant  disruption  of  traffic. 

Elxploring  new  assessment  technologies  for  more  accurately  assessing  the  expected 
life  of  existing  public  infrastructure.      A  number  of  new  technologies  from  a  variety 
of  industries,  including  electronic,  medical,  space,  defense,  and  manufacturing  sectors, 
could  be  used  to  develop  more-reliable,  nondestructive  methods  for  evaluating  the 
condition  of  existing  structures.   Since  current  assessment  techniques  are  so  unreliable, 
engineering  decisions  must  include  significant  room  for  error  and  cosdy  fail-safe 
features.   The  data  made  available  by  nondestructive  evaluation  and  monitoring  could  be 
used  to  schedule  better  an  ongoing  program  of  cost-effective  maintenance  and 
rehabilitation. 

Supporting  renewal  engineering  programs  which  target  materials  and  construction 
methods  that  would  lower  the  cost  of  rehabilitating  and  repairing  structures. 
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GOAL:    MAKING  GOVERJSHStENT  MORE  EFFICIENT  AND  MORE  RESPONSFVE 

The  federaJ  government  must  use  technology  to  improve  the  efficiency  of  its  own 
operations.     Many  private  businesses  have  used  advanced  communicaLion  systems  to  improve 
the  efficiency  of  their  operations  and  to  make  their  businesses  more  sensitive  to  the  needs  of 
individual  customers  and  clients.   The  federal  government  must  move  actively  to  take 
advantage  of  these  new  opportunities.   Similarly,  the  federal  government  is  one  of  the  nation's 
largest  consumers  of  energy  yet  many  of  its  buildings  are  far  less  efficient  than  structures 
owned  by  private  firms  and  ta;;payers  are  paying  the  bill. 

The  enormous  purchasing  power  of  the  federal  government  can  be  used  to  stimulate 
markets  for  innovative  products  in  many  areas.   This  jxiwer  should  be  exercised  in  a  way  that 
is  consistent  with  overall  national  technology  objectives.   President  Clinton  is  committed  to 
reinventing  government,  to  make  government  work  better,  harder,  and  smarter.   Technology 
can  help  us  achieve  that  goal. 

Information  Technology 

Information  technology  will  be  used  to  dramatically  improve  the  way  the  Federal 
Government  serves  the  people.   Government  will  become  more  cost-€ffective,  efficient,  and 
"user-friendly."   In  particular,  we  will  use  technology  to  improve  the  quality  and  timeliness  of 
service,  to  provide  new  ways  for  the  public  to  communicate  with  their  government,  and  to 
make  government  information  available  to  the  public  in  a  timely  and  equitable  manner. 

Fast  communication  makes  it  possible  for  teams  to  work  closely  on  a  project  even  if  the 
team  members  are  physically  distant  from  each  other.    Information  technology  presents  an 
opportunity  to  flatten  existing  organizational  structures,  form  effective  cross-disciplinary 
problem-solving  groups,  and  expand  the  definition  of  the  workplace  and  workforce  via 
telecommuting.  But  business  organizations  in  many  sectors  have  found  that  automating 
existing  work  processes  based  on  a  tradition  of  processing  paper  does  not  always  provide  the 
greatest  benefits  from  investment  in  automation.     Efficiency  gains  from  the  new  technology 
often  can  only  be  captured  if  changes  are  made  in  the  structure  of  their  organizations  and  the 
way  they  are  managed.  The  administration  will  undertake  a  careful  review  of  government 
management  with  a  view  to  making  the  most  efficient  possible  use  of  new  information 
technologies. 

Improved  quality  and  timeliness  of  service.     Information  technology  will  eliminate 
errors  generated  in  routine  paper  processes  while  reducing  processing  time.  For  example,  the 
Internal  Revenue  Service  (IRS)'s  electronic  filing  program  is  reducing  error  rates  on  tax 
returns  from  16  percent  to  less  than  3  percent,  while  speeding  up  the  delivery  of  refunds  by  as 
much  as  four  weeks.  Agencies  are  moving  forward  to  convert  many  other  paper  processes  to 
electronic  form. 

Information  on  paper  is  hard  to  retrieve.    Automation  is  allowing  the  Social  Security 
Administration  to  provide  beneficiaries  v/ith  "one-stop"  service  anywhere  in  the  country  from 
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an  800  number.    Better  connections  among  Federal  offices,  in  a  manner  that  safeguards  the 
privacy  of  individuals,  will  make  it  easier  to  get  answers  from  the  government. 

New  ways  to  communicate.    In  the  past,  citizens  typically  had  to  go  to  a  federal  office 
during  business  hours  to  receive  benefits  or  services.   A  government  that  uses  technology  to 
expand  its  hours  of  service  and  communicate  with  the  public  electronically  will  deliver  services 
and  benefits  where  people  need  them,  not  where  the  government  provides  them.   We  will 
make  it  possible  for  people  to  communicate  with  a  Federal  agency  using  electronic  as  well  as 
conventional  mail.   Automated  terminals  may  be  placed  in  public  locations  such  as  shopping 
centers  or  post  offices  that  could  provide  in-hours  access  to  a  variety  of  government  services. 

Access  to  government  information.  Government  information  is  a  public  asset.  Markets 
depend  on  sound  and  timely  economic  decisions.   Federal  geographic  and  climatological 
information  allows  farmers  to  apply  fertiliTer  more  efficiently,  local  governments  to  formulate 
environmental  policy,  and  public  safety  officials  to  prepare  for  natural  disasters.  The 
government  will  promote  the  timely  and  equitable  access  to  government  information  via  a 
diverse  array  of  sources,  both  public  and  private,  including  state  and  local  governments  and 
libraries.   The  development  of  public  networks  such  as  the  Internet  and  the  National  Research 
and  Educational  Network  (NREN)  will  contribute  significantly  to  this  diversity,  enabling 
government  information  to  be  disseminated  inexpensively  to  a  broad  range  of  users. 

Policy  and  technology  infrastructure.  Many  of  the  government's  policies  in  such  areas 
as  privacy,  information  security,  records  management,  information  dissemination,  and 
procurement  will  be  updated  to  take  into  account  the  rapid  pace  of  technological  change.  In 
addition,  the  government  must  apply  the  economic  principle  of  maximizing  return  on 
investment  when  acquiring  information  technology,  and  be  able  to  acquire  commercial,  off- 
the-shelf  technology  quickly  and  easily. 

,    In  addition,  resources  are  needed  to  provide  a  technology  infrastructure  to  support  these 
service  delivery  improvements.  The  support  for  the  IRS  Tax  System  Modernization  in  the 
stimulus  package,  along  with  requests  elsewhere  for  resources  to  support  information 
technology,  are  examples  of  the  government  investing  in  technology  to  put  people  first. 

Energy  Efficiency 

The  federal  government  is  wasting  tax  dollars  by  operating  inefficient  buildings.  More 
than  $2  billion  could  be  invested  in  energy  retrofits  in  federal  buildings  with  average  payback 
times  less  than  3-4  years.   California,  Texas,  Iowa,  and  several  other  states  have  successful 
programs  which  have  profitably  invested  in  state  buildings  during  the  past  several  years.   The 
programs  have  both  increased  the  efficiency  of  state  structures  and  stimulated  the  local 
construction  industry. 

HUD  spends  approximately  $3-4  billion  a  year  subsidizing  the  energy  bills  of  about  5 
million  low  income  households.   At  least  $3  billion  could  be  invested  in  energy  retrofits  with  a 
payback  less  than  five  years. 
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We  are  introducing  a  multi-year  program  designed  to  capture  the  economic  benefits  of 
energy  retrofits,  create  new  jobs  in  the  construction  industry,  and  to  foster  innovation  in 
efficient  buUding  components  and  in  the  construction  industry  itself. 

Procurement  Policy 

The  federal  government,  particularly  the  Department  of  Defense  and  NASA,  is  a 
gigantic  customer  for  high  technology  products.   Historically,  it  played  an  important  role  in 
helping  assure  an  early  market  for  high-risk  commercial  technologies  that  were  extremely 
expensive  to  develop.  For  example,  the  defense-space  share  of  the  U.S.  computer  hardware 
market  was  100  f)ercent  in  1954,  and  it  exceeded  50  percent  until  1962.   Semiconductors,  jet 
aircraft,  and  pharmaceuticals  also  benefited  from  this  government  investment. 

In  recent  years,  DoD  has  ceased  to  be  an  influential  "first  customer"  for  commercial 
technology.   By  and  large,  this  is  not  due  to  differing  technical  requirements:   today's 
commercial  capabilities  often  equal  or  surpass  DoD  requirements.   Rather  the  problem  is  a 
growing  morass  of  procurement  laws  and  regulations.  Many  commercial  manufacturers  refuse 
to  do  business  with  DoD  altogether,  and  those  that  do  often  wall  off  their  defense  production. 
As  a  result,  the  military  and  commercial  worlds  have  grown  increasingly  segregated  from  one 
another. 

The  cost  of  this  segregation  both  to  DoD  and  the  nation  is  high,  as  a  1991  report  by  the 
Center  for  Strategic  and  International  Studies  plainly  stated: 

"[It]  results  in  higher  prices  to  DoD  (even  when  lower-cost  commercial  alternatives 
exist  for  the  same  requirements),  loss  of  a  broad  domestic  production  base  that  could  be 
available  to  defense  for  peacetime  and  surge  demands,  and  lack  of  access  to 
commercial  state-of-the-art  technologies.  Additionally,  the  wall  between  engineers  and 
scientists  engaged  in  commercial  and  military  work  impedes  the  kind  of  shoulder-to- 
shoulder  contact  that  is  the  essence  of  technology  transfer  and  that  is  basic  to  achieving 
greater  job  stability  and  growth  opportunities  for  the  U.S.  work  force." 

The  federal  government  will  make  it  a  priority  to  thoroughly  review  and  reform  its 
procurement  policy,  particularly  (but  not  exclusively)  defense  procurement  policy.   It  wUl 
begin  by  reviewing  the  recommendations  of  the  congressionally-mandated  "Section  800  Panel" 
(after  Section  800  of  the  FY  1991  Defense  Authorization  Act),  which  recently  completed  a 
detailed  study  of  DoD  procurement  practices. 
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More  specifically,  the  federal  government  will  begin  steps  necessary  to  achieve  the 
following  reforms: 

•  Government  purchases  or  government-contracted  development  should  give 
priority  to  commercial  specifications  and  products. 

•  Agencies  should  invest  in  and  procure  advanced  technologies,  where  it  is 
economically  feasible,  in  order  to  facilitate  their  commercialization. 

•  Agencies  should  experiment  with  a  portion  of  their  procurement  budget  to 
allow  them  to  procure  innovative  products  and  services  incorporating  leading- 
edge  technologies. 

•  Agencies  should  evaluate  bids  based  on  their  ability  to  minimize  life-cycle  cost 
rather  than  acquisition  cost,  including  environmental,  health  and  safety  costs 
borne  by  the  public. 

•  Agencies  should  obtain  rights  in  technologies  developed  under  government 
contracts  only  to  the  extent  necessary  to  meet  the  agencies'  needs,  leaving 
contractors  with  the  rights  necessary  to  encourage  private  sector  investment  in  the 
development  of  commercial  applications. 

•  Agencies  should  use  performance-based  contracting  strategies  that  give 
contractors  the  design  freedom  and  financial  incentive  to  be  innovative  and 
efficient. 
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GOAL:    WORLD  LEADERSHIP  IN  BASIC  SCIENCE,  MATHENL\T1CS,  AND 
ENGINEERING. 


It  IS  essenuaJ  to  recognize  that  technical  advances  depend  on  basic  research  in  science, 
mathemaucs,  and  engineenng.    Scientific  advances  are  the  wellspnng  of  the  technical 
innovations  whose  benefits  are  seen  in  economic  growth,  improved  health  care,  and  many 
other  areas.  The  federal  government  has  invested  heavily  m  basic  research  since  the  Second 
World  War  and  this  support  has  paid  enormous  dividends.      Our  research  universities  are  the 
best  in  the  world;  our  national  laboratones  and  the  research  facilities  they  house  attract 
scientists  and  engineers  from  around  the  globe.   In  almost  every  field,  United  States 
researchers  lead  their  foreign  colleagues  in  scientific  citations,  in  Nobel  Prizes,  and  most  other 
measures  of  scientific  excellence. 

This  administration  will  both  ensure  that  support  for  basic  science  remains  strong,  and 
that  stable  funding  is  provided  for  projects  that  require  continuity.     We  will  not  allow  short- 
term  fluctuations  in  funding  levels  to  destroy  critical  research  teams  that  have  taken  years  to 
assemble. 

But  stable  funding  requires  setting  clear  priorities.    In  recent  years,  rather  than 
canceling  less  important  projects  when  research  budgets  have  been  tight.  Federal  agencies  have 
tended  to  spread  the  pain,  resulting  in  disruptive  cuts  and  associated  schedule  delays  in 
hundreds  of  programs.     We  will  improve  management  of  basic  science  to  ensure  that  high- 
priority  programs  receive  sustained  support. 

University  Research.   The  National  Science  Foundation  and  the  National  Institutes  of 
Health  provide  the  vast  majonty  of  Federal  funding  for  university  research.   Since  universities 
play  dual  roles  of  research  and  teachmg,  the  long-term  scientific  and  technological  vitality  of 
the  U.S.  depends  upon  adequate  and  sustained  funding  for  university  research  grant  programs 
at  NSF,  NIH,  and  other  research  agencies. 

National  Laboratories.  In  fields  like  high-energy  physics,  biomedical  science,  nuclear 
physics,  materials  sciences,  and  aeronautics,  the  national  laboratories  provide  key  facili'jes  used  by 
researchers  in  academia,  Federal  labs,  and  industry.  In  addition,  in  many  fields,  researchers  at 
Federal  labs  are  world  leaders.  We  will  ensure  that  Federal  laboratories  continue  their  key  role  in 
basic  research  and  will  encourage  more  cooperative  research  between  the  laboratories  and  industry 
and  universities.  And  we  will  develop  new  missions  for  our  federal  labs  to  make  full  use  of  the 
talented  and  experienced  men  and  women  working  there  in  today's  post-cold  war  era. 

Space  Science  and  Ejqploration.    The  resources  needed  for  space  exploration  and 
research  make  government  funding  essential.    We  will  continue  to  work  with  foreign  parmers 
to  design  missions  needed  to  explore  our  solar  system  and  the  universe  beyond.    Research  on 
micro-gravity  and  life-sciences  as  applied  to  the  human  in  space  program  will  also  be 
supported. 
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Environmental  Research.   In  FY93,  the  Federal  government  will  invest  in  research  to 
better  understand  global  warming,  ozone  depletion,  and  other  phenomena  important  to  local, 
regional,  and  global  environments.    This  research  is  essenoal  if  we  are  to  fully  assess  the 
damage  mankind  is  doing  to  our  planet  and  take  effective  action  to  address  it.   Vital  research 
on  local  and  regional  environmental  problems  will  also  be  strongly  supported  at  EPA,  NOAA, 
NASA,  DoD,  DOL,   USDA,  and  other  agencies. 
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BUILDING  AMERICA'S  ECONOMIC  STRENGTH:   NEW  INITIATIVES 

Permanent  Elxtension  Of  The  Research  And  Experimentation  Tax  Credit 

Invest  In  A  National  Information  Infrastructure 

Advanced  Manufacturing  Technology 

Facilitate  Private  Sector  Development  of  a  New  Generation  of  Automobiles 

Improve  Technology  For  Education  And  Traimng 

Investments  In  Energy-Efficient  Federal  Buildings 
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PERMANENT  EXTENSION  OF  THE  RESEARCH  AND  EXPERIMENTATION  TAX 
CREDIT 

Objectives 

The  success  of  U.S.  businesses  depends  on  their  ability  to  compete  both  in  the 
development  of  innovative  products  and  production  processes  and  in  their  ability  to  bring  new 
products  to  the  market  quickly  and  efficiently.   Unfortunately,  the  U.S.  has  fallen  behind 
many  of  its  foreign  competitors  in  civilian  research.   Currently  the  U.S.  invests  1.9  percent  of 
GDP  in  non-defense  R&D  compared  to  3.0  percent  in  Jaf)an  and  2.7  percent  in  Germany.     US 
investment  in  research  and  experimentation  can  be  increased  through  a  tax  credit  for  R&E  that 
can  provide  a  stable  basis  for  business  planning. 

Increasing  investment  in  research  is  important  to  foster  economic  growth  and 
technological  development  and  to  improve  international  competitiveness.   But  many  of  the 
benefits  of  research  cannot  be  captured  by  the  businesses  making  the  investments.   Instead, 
these  benefits  redound  to  competitors  and  to  the  public.   In  the  absence  of  an  incentive  for 
research,  businesses  simply  might  not  invest  in  research  the  way  our  economic  goals  demand. 
The  research  and  experimentation  credit  should  be  permanently  extended  to  foster  economic 
growth  and  technological  development,  create  jobs,  and  improve  international  competitiveness. 
R&D  activity,  by  its  nature,  is  long-term,  and  taxpayers  should  be  able  to  plan  their  research 
activity  knowing  that  the  credit  will  be  available  when  the  research  is  actually  undertaken. 

Actions 

The  Administration  wU]  propose  that  the  Research  and  Experimentation  Tax  Credit  be 
made  permanent.   The  credit  would  apply  to  qualified  research  expenditures  by  businesses  and 
businesses  expenditures  for  university  basic  research  paid  or  incurred  after  June  30,  1992.   The 
proposal  also  provides  a  basis  for  start-up  businesses  to  qualify  for  the  credit. 
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LW  EST  EN  AN  INFORMATION  CsFRASTRLCTLTlE 

Obiectives 

Today's  "Information  Age"  demands  skill,  agility  and  speed  m  moving  information.  Where 
once  our  economic  strength  u-as  determined  solely  by  the  depth  of  our  ports  or  the  condition  of  our 
roads,  today  it  is  determined  as  well  by  oui  ability  to  move  large  quantities  of  information  quickly 
and  accurately  and  by  our  ability  to  use  and  understand  this  information.  Just  as  the  mterstate 
highway  system  marked  a  historical  turrung  point  in  our  commerce,  today  "information 
superhighway"  -  able  to  move  ideas,  data,  and  images  around  the  country  and  around  the  world  - 
are  critical  to  Amencan  competitiveness  and  economic  strength. 

This  information  infrastructure  -  computers,  computer  data  banks,  fax  machines,  telephones, 
and  video  displays  -  has  as  its  lifeline  a  high-speed  fiber-optic  network  capable  of  transmitting 
billions  of  bits  of  information  in  a  second.  Imagine  beuig  able  to  transmit  the  entire  Encyclopedia 
Brittanica  in  one  second. 

The  computing  and  networking  technology  that  makes  this  possible  is  improving  at  an 
unprecedented  rate,  expanding  both  our  imaginations  for  its  use  and  its  effectiveness.  Through 
these  technologies,  a  doctor  who  needs  a  second  opinion  could  transmit  a  patient's  entire  medical 
record  -  x-rays  and  ultrasound  scans  mcluded  -  to  a  colleague  thousands  of  miles  away,  in  less 
time  than  it  takes  to  send  a  fax  today.  A  school  child  in  a  small  town  could  come  home  and 
through  a  personal  computer,  reach  mto  an  elecQDnic  Library  of  Congress  -  thousands  of  books, 
records,  videos  and  photographs,  all  stored  electronically.  At  home,  viewers  could  choose 
whenever  they  wanted  from  thousands  of  different  television  programs  or  movies. 

Efficient  access  to  information  is  becoming  increasingly  more  important  for  all  pjarts  of  our 
economy.  Banks,  insurance  companies,  manufacturing  concerns,  and  many  other  businesses  now 
depend  on  high  speed  communication  networks.  These  networks  have  become  a  critical  tool 
around  which  many  new  business  opportunities  are  developing. 

And,  by  harnessing  the  power  of  supercomputers  able  to  transform  enormous  amounts  of 
information  to  images  or  solve  incredible  complex  problems  in  record  time,  and  share  this  power 
with  an  ever -expanding  audience  of  saentists,  businesses,  researchers,  students,  doctors  and  othen, 
the  potential  for  innovation  and  progress  multiplies  rapidly.  Supercomputers  help  us  develop  new 
drugs,  design  new  products,  predict  dangerous  storms  and  model  climate  changes.  They  help  us 
design  better  cars,  better  airplanes,  more  efficient  manufacturing  processes.  Accelerating  the 
introduction  of  an  efficient,  high-speed  communication  network  and  associated  computer  systems 
would  have  a  dramatic  impaa  on  every  aspect  of  our  lives.  But  this  is  possible  only  if  we  adopt 
forward-looking  policies  that  promote  the  development  of  new  technologies  and  if  we  uivest  in  the 
information  infirastructure  needed  for  the  21st  Century. 
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Actions 


A.  LmplementatioD  of  the  High-performance  Computing  and  Conununicatioos 
Program  established  by  the  High-Perfomiance  Computing  Act  of  1991  introduced  by 
Vice  President  Gore  when  he  served  in  the  Senate.     Research  and  development  funded 
by  this  program  is  creating  (1)  more  powerful  super  computers,  (2)  faster  computer 
networks  and  the  first  national  high  speed  network,  and  (3)  more  sophisucated 
software.  This  network  will  be  constructed  by  the  pnvate  sector  but  encouraged  by 
federal  policy  and  technology  developments.     In  addition,  it  is  providing  scientists  and 
engineers  with  the  tools  and  training  they  need  to  solve  "Grand  Challenges",  research 
problems-like  modeling  global  warming-ihat  cannot  be  solved  without  the  most 
powerful  computers. 

B.  Create  a  Task  Force  on  Information  Infrastructure.   Government  telecommunication 
and  information  policy  has  not  kept  pace  with  new  developments  in  telecommunications 
and  computer  technology.  As  a  result,  government  regulations  have  tended  to  mhibit 
competition  and  delay  deployment  of  new  technology.   For  instance,  without  a 
consistent,  stable  regulatory  environment,  the  pnvate  sector  will  hesitate  to  make  the 
investments  necessary  to  build  the  high-speed  national  telecommunications  network  that 
this  country  needs  to  compete  successfully  in  the  21st  Century.    To  address  this  problem 
and  others,  we  will  create  a  high-level  inter-agency  task  force  within  the  National 
EcononMC  Council  which  will  work  with  Congress  and  the  private  sector  to  find 
consensus  on  and  implement  policy  changes  needed  to  accelerate  deployment  of  a 
national  information  infrastructure. 

C.  Create  an  Information  Infrastructure  Technology  Program  to  assist  industry  in  the 
development  of  the  hardware  and  software  needed  to  fully  apply  advanced  computing 
and  networking  technology  in  manufacturing,  in  health  care,  in  life-long  learning,  and 
in  Libraries. 

D.  Provide  funding  for  networking  pilot  projects  through  the  National 
Telecommunications  and  Information  Adnuaistradon  (TsTTIA)  of  the  Department  of 
Commerce.   NTIA  will  provide  matching  grants  to  states,  school  distncts,  libraries, 
and  other  non-profit  entities  so  that  they  can  purchase  the  computers  and  networking 
connections  needed  for  distance  learning  and  for  hooking  into  computer  networks  like 
the  Internet.   These  pilot  projects  will  demonstrate  the  benefits  of  networking  to  the 
educational  and  library  communities. 

E.  Promote  dissemination  of  Federal  information.    Every  year,  the  Federal  government 
spends  billions  of  dollars  collecting  and  processing  information  (e.g.  economic  data, 
environmental  data,  and  technical  information).  Unfortunately,  while  much  of  this 
information  is  very  valuable,  many  potential  users  either  do  not  know  that  it  exists  or 
do  not  know  how  to  access  it.   We  are  committed  to  using  new  computer  and 
networking  technology  to  make  this  information  more  available  to  the  taxpayers  who 
paid  fc     •     In  addition,  it  will  require  consistent  Federal  information  policies  designed 
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to  ensure  that  Federal  information  is  made  available  at  a  fair  price  to  as  many  users  as 
possible  while  encouraging  growth  of  the  mformation  mdustry. 
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PROMOTE  ADVANCED  MANUFACTURING  TECHNOLOGY 

Objectives 

Manufacturing  remains  the  foundation  of  the  American  economy.   Although  the  United 
States  was  the  unchallenged  world  leader  in  manufacturing  for  many  years,  our  performance 
has  slipped  badly  in  recent  decades.   American  firms  still  excel  at  making  breakthroughs, 
such  as  IBM's  discovery  of  high-temperature  superconductivity,  but  foreign  frnns  are  often 
better  at  foUow  through:  namely,  turning  technology  into  new  products  and  processes  both 
quickly  and  cheaply. 

Both  American  industry  and  government  under-invest  in  manufacturing.   In  contrast  to 
their  foreign  competitors,  U.S.  firms  neglect  process-related  R&D  within  their  overall  R&D 
portfolio.   And  the  federal  government  allocated  only  two  percent  of  its  $70  billion  R&D 
budget  to  manufacturing  R&D  in  FY92. 

We  have  also  neglected  the  dissemination  of  existing  technology  and  know-how.  New 
manufacturing  technologies  and  approaches  are  available  that  can  lead  to  dramatic 
improvements  in  product  quality,  cost,  and  time-to-market.   Although  a  few  U.S.  firms  have 
begun  to  adopt  these  technologies  and  approaches,  most  firms  still  lag.  The  problem  is  most 
acute  among  the  360,000  small  and  medium-sized  manufacturers,  who  employ  8  million 
workers,  but  too  often  lack  the  resources  or  ability  to  gain  access  to  the  technologies  that  will 
help  them  grow,  increase  their  profits,  and  create  jobs. 

Finally,  investments  in  manufacturing  have  not  reflected  the  concerns  and  the 
knowledge  of  factory  employees.   Firms  should  use  technology  to  buOd  on  rather  than  reduce 
worker  skills. 

Actions: 

A.        Provide  increased  funding  for  advanced  manufacturing  R&D.   SEMATECH,  an 
industry  consortium  to  develop  semiconductor  manufacturing  technology,  will  receive 
continued  matching  funds  from  the  Department  of  Defense  in  FY94.    Industry  consortia 
(including  universities  and  government  laboratories,  where  appropriate)  will  be  the 
preferred  jjerformers  of  such  R&D,  to  assure  its  commercial  relevance.      Programs  will 
be  encouraged  in  the  development  of  a  new  automobile,  new  construction  technologies, 
intelligent  control  and  sensor  technologies,  rapid  prototyping,  and  environmentally- 
conscious  manufacturing. 
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B.  Support  AgUe  Manufacturing.    The  new  Agile  Majiufactunng  Program  (also  known  as 
"Enterprise  Integration")  is  designed  to  capitalize  on  the  emerging  shift  from  mass 
production  to  flexible  or  "agile"  manufacturing.    Agile  manufacturing  allows 
independentJy-owned  companies  to  form  instantaneous  partnerships  with  firms  that  have 
complementary  capabilities  in  order  to  exploit  market  opportumties.   These  partnerships 
--  called  "virtual  enterpnses"  or  "virtual  corporabons"  --  will  leverage  our  nation's 
strengths  in  information  technology.  This  program  supports  both  the  development  and 
dissemination  of  such  technology  for  enterprise  integration. 

C.  Create  a  national  network  of  manufacturing  extension  centers.   Many  small  and 
medium-sized  manufacturing  firms  in  the  U.S.  have  not  taken  advantage  of  new 
technologies  and  best  practices,  either  because  they  are  unaware  of  them  or  because  they 
cannot  afford  them.    Existing  state  and  federal  manufacturing  extension  centers  provide 
assistance  to  a  small  number  of  firms,  but  service  must  be  gready  expanded  to  give  all 
firms  access  to  the  technologies,  testing  facilities,  and  training  programs  they  need. 
Federal  funds  (to  be  matched  by  state  and  local  governments)  will  go  to  support  and 
build  on  existing  state,  local,  and  university  programs,  with  the  goal  of  creating  a  nation- 
wide network  of  extension  centers. 

D.  Seed  Regional  Technology  Alliances.   Manufacturing  industries  tend  to  cluster 
geographically,  and  the  strength  of  these  technology  clusters  is  fast  becoming  a  key  to 
international  competitiveness.  This  new  program  is  designed  to  encourage  firms  and 
research  institutions  in  a  particular  region  to  exchange  information,  share  and  develop 
technology,  and  develop  new  products  and  markets.   Federal  funds  (to  be  matched  by 
alliance  members)  will  go  to  support  applied  R&D  and  a  range  of  technology  services 
oriented  particularly  to  smaller  firms  (test  facilities  for  new  products  and  prototypes, 
design- and  management  assistance,  start-up  incubators,  education  and  training,  export 
promotion  and  market  monitoring,  and  quality  testing  and  standards  certification). 

E.  Promote  Manufacturing  Engineering  Exiucation.  Traditional  engineering  education, 
with  its  focus  on  product  design  and  analysis,  has  seriously  neglected  the  management 
and  operation  of  manufacturing  activities.   This  program  provides  matching  funds  for 
graduate  or  undergraduate  programs  in  manufacturing  engineering. 

F.  Promote  Environmentally-Conscious  Manufacturing.  The  Departments  of 
Commerce,  Energy,  Defense,  and  a  number  of  other  federal  organizations  will 
incorporate  environmental  goals  in  research  and  development  consortia  for 
manufacturing.  In  addition,  NIST,  working  with  EPA,  DoE,  and  state  agencies,  will 
undertake  a  technical  support  program  in  energy  and  environmental  waste  minimization 
for  small  and  medium-sized  firms. 
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FACILITATE  PRIVATE  SECTOR  DEVELX)PMENT  OF  A  NEW  CENTRA TION  OF 
AUTOMOBILES 

Objecuves: 

The  automobile  plays  a  central  role  in  U.S.  manufacturing  capabilities,  in  America's 
economy,  and  in  the  lives  of  most  Americans.   If  America's  auto  industry  is  to  remain 
competitive  and  strong  in  the  21st  century,  preserving  jobs,  sustaining  economic  growth,  and 
expanding  its  business,  it  must  continue  its  exploration  of  new  technologies  that  encourage  the 
industry's  growth  and  protect  the  environment.    Increasingly  stringent  environmental  concerns 
both  here  and  abroad  make  this  effort  increasingly  more  essential  and  the  need  for  innovation 
and  new  ideas  even  greater. 

New  fuels  and  new  propulsion  systems  developed  during  the  last  decade  offer  promise  as 
eventual  replacements  for  the  combination  of  gasoline  and  the  internal  combustion  engine  that 
have  served  so  well  for  generations.   Given  adequate  investment  in  research  and  development, 
and  adequate  incentives  for  U.S.  producers  to  invest  in  these  technologies,  a  new  generation  of 
vehicles  could  be  on  the  market  -  preserving  jobs,  expanding  growth  --  that  would  be  safe  and 
perform  as  well,   if  not  better  than  existing  automobiles,  cost  no  more  to  drive  than  today's 
automobiles,  consume  only  domestic  fuels  such  as  natural  gas  and  renewables,  and  produce 
little  or  no  pollution. 

While  the  basic  technology  needed  to  achieve  this  goal  is  available,  converting  it  to  a 
practical  vehicle  represents  an  historic  challenge.  The  potential  can  only  be  captured  under  the 
leadership  of  the  U.S.  business  community  and  the  industry  itself.   Success  must  be  defined  by 
their  ability  to  develop  a  vehicle  that  can  be  built  and  sold  successfully  in  private  markets. 
They  must  play  a  Central  role  in  designing  an  efficient  government-industry  partnership  in 
which  the  industry  plays  a  leadership  role  in  establishing  priorities. 

If  U.S.  producers  lead  the  world  in  introducing  such  a  vehicle,  the  domestic  industry 
would  be  able  to  meet  expanding  domestic  and  international  markets  with  a  machine  that 
significantly  reduces  pollution  and  operates  from  domestic  fuel  sources. 

This  initiative  represents  a  bold  and  dramatic  step  toward  a  more  profitable,  and  more 
environmentally  sound  future  for  one  of  America's  most  important  industries. 
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Actions 

A.  Establish  a  "clean  car"  task  force  llnkkig  research  efforts  of  relevant  agencies  with 
those  of  U.S.  auto  manufacturers.    This  task  force  will  immediately  establish  an 
advisory  group  consisting  of  technology  leaders  in  the  principle  US  automobile 
manufacturers,  their  principal  suppliers,  and  US  fuel  suppliers.     It  will  oversee  the 
establishment  of  cooperative  research  ventures  in  (i)  fuel-cells  and  the  control  and  other 
systems  required  for  practical  fuel-cell  hybrid  vehicle  designs,  (ii)  advanced  batteries, 
ultra-capacitors,  advanced  gas  storage  &  delivery  systems,  and  (iii)  production  of 
methanol  and  hydrogen  from  natural  gas,  municipal  waste  and  other  waste  products, 
energy  crops,  and  the  electrolysis  of  water 

B.  The  task  force  will  establish  a  special  advisory  group  consisting  of  key  state  officials 

and  representatives  of  the  participating  Depanments  to  (i)  design  a  program  for  using  the 
authority  already  present  in  the  Clean  Air  Act  revision  of  1991  and  the  National  Energy 
Act  of  1992  to  encourage  introduction  of  prototype  vehicles  consistent  with  the 
objectives  of  this  program,  (ii)  coordinate  state  regulatory  programs  designed  to  require 
low  or  zero  emission  vehicles,  and  (iii)  propose  federal  regulations  needed  to  supplement 
state  efforts.    It  will  also  design  programs  for  managing  federal  vehicle  procurement. 

C.  Working  with  its  private  sector  and  state  advisory  groups,  the  task  force  will 
prepare  a  list  of  development  requirements  and  conduct  a  systematic  search  for 
capabilities  in  national  laboratories  and  defense  facilities.    Capabilities  identified  will 
be  integrated  rapidly  into  the  research  teams. 
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EVIPROVE  TECHNOLOGY  FOR  EDUCATION  AND  TRAINTNG 

Objectives 

This  project  will  support  the  development  and  introducuon  of  computer  and 
communications  equipment  and  software  that  can  increase  the  productivity  of  learning  m 
formal  school  settings,  a  variety  of  business  training  facilines,  and  m  homes. 

Actions 

A.  Access  to  the  Internet  and  developing  high-speed  National  Research  and 
Educational  Network  (NREN)  will  be  expanded  to  connect  university  campuses, 
community  colleges,  and  K-12  schools  to  a  high-speed  communications  network 
providing  a  broad  range  of  information  resources.   Support  will  be  provided  for 
equipment  allowing  local  networks  in  these  learning  institutions  access  to  the  network 
along  with  support  for  development  of  high-performance  software  capable  of  taking 
advantage  of  the  emerging  hardware  capabilities. 

B.  An  interagency  task  force  will  be  created  from  appropriate  federal  agencies  to  (i) 
adopt  software  and  communication  standards  for  education  and  training,  (ii)  coordinate 
the  development  of  critical  software  elements,  (iii)  support  innovative  software  packages 
and  curriculum  design,  and  (iv)  collect  information  resources  in  a  standardized  format 
and  make  them  available  to  schools  and  teaching  centers  throughout  the  nation  through 
both  conventional  and  advanced  communication  networks.  This  task  force  will  provide 
specific  assistance  to  the  interagency  task  force  on  worker  displacement. 

C.  Programs  In  the  Federal  Coordinating  Council  for  Science,  Engineering,  and 
Technolftgy  (FCCSET)  Committee  on  Education  and  Human  Resources  programs 
will  be  enhanced.    These  programs  are  designed  to  improve  the  teaching  of  science, 
mathematics,  and  engineering  at  all  levels.   In  K-12  schools,  primary  emphasis  will  be 
placed  on  teacher  preparation,  comprehensive  organizational  reform,  and  curriculum 
development.   Programs  for  undergraduate  education  emphasize  faculty  preparation  and 
organization  and  curriculum  reforms  but  place  heaviest  emphasis  on  student  incentives. 
At  the  graduate  level,  most  funding  is  directed  for  fellowships. 

D.  Proposals  will  be  encouraged  for  an  industry  consortia  or  regional  alliance  designed 
to  develop  new  teaching  systems  (hardware  and  software)  and  work  with  training 
organizations  throughout  the  nation  to  develop,  install,  and  maintain  state-of-the  art 
systems;    Firms  now  providing  sinular  services  to  defense  training  organizations  are 
likely  to  participate. 

E.  Promote  Manufacturing  Engineering  Education.  Traditional  engineering  education, 
with  its  focus  on  product  design  and  analysis,  has  seriously  neglected  the  management 
and  operation  of  manufacturing  activities.   This  program  provides  matching  funds  for 
graduate  or  undergraduate  programs  in  manufacturing  engineering. 
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MAKE  ENERGY  EFnCCENCY  IW'ESTMENTS  IN  FEDERAL  BUILDINGS 

Obiec  lives 

This  project  would  increase  the  efficiency  of  government  by  making  cost-effective 
investments  in  buildings  where  the  energy  bills  are  paid  by  the  taxpayers.   The  project  would 
create  a  significant  number  of  jobs  in  urban  areas,  create  new  businesses  and  job  skills, 
stimulate  markets  for  innovative  energy  efficiency  equipment,  and  reduce  the  impact  of  the 
federal  government  on  the  environment. 

Actions 

In  the  case  of  federal  building  retrofits,  funding  will  be  provided  to  the  Department  of 
Energy  which  will  be  responsible  for  managing  the  program. 

In  the  case  of  funds  for  federally  subsidized  housing,  funds  will  be  provided  to  HUD 
which  will  manage  the  fund  with  DoE  providing  technical  guidance. 

A.  Create  an  advisory  group  of  key  officials  from  states  with  successful  state  building 
retrofit  programs,   representative  building  facility  managers  from  federal  buildings,  and 
utility  managers  of  successful  "demand-side  management"  programs.    This  group  will 
ensure  that  the  federal  program  is  designed  with  the  advantage  of  their  experience  and 
provide  periodic  evaluation  and  guidance. 

B.  The  managers  of  the  funds  will  provide  funding  for  preliminary  "walk  through" 
audits,  following  the  experience  in  the  Texas  program.   Based  on  these  preliminary 
studies,  funding  will  be  provided  for  more  extensive  audits.   Proposals  made  in  these 
audits  will  be  funded  using  the  following  criteria: 

~    technical  merit  of  the  proposal; 

—  extent  to  which  all  cost-effective  savings  (i.e.  justified  on  a  10%   real  discount 
rate)  have  been  captured; 

—  cost-sharing  by  the  agency,  utility,  or  other  source  of  fmancing; 

—  in  the  case  of  federally  subsidized  housing,  state  and  other  non-  program  cost- 
sharing  will  be  considered,  including  use  of  Low-Income  Home  Energy 
Assistance  Program  (LIHEAP)  and  other  funds  ~  at  least  a  1: 1  match  should  be 
expected;  and 

—  the  extent  to  which  contractors  invest  in  hiring  and  training  new  workers. 

In  each  proposal,  at  least  6%  of  the  program  cost  will  be  set  aside  for  monitoring  and 
evaluation  using  regional  centers  that  follow  an  agreed  protocol  established  by  a  lead 
center 

Up  to  10%  of  the  program  funds  should  be  spent  to  create  early  markets  for  innovative 
technologies  which  represent  a  significant  advance  over  existing  systems  and  have  the 
potential  for  large  future  applications. 

36 


850 

Mr.  Rogers.  It  is  my  understanding  that  the  Federal  Govern- 
ment's role  in  creating  the  national  information  infrastructure 
would  be  to  install  that  last-mile  connector  between  homes,  busi- 
nesses, schools  and  so  forth,  and  the  private  sector's  backbone  net- 
work. 

Is  that  an  accurate  assessment  of  your  proposal? 

Mr.  SuGRUE.  Yes.  I  think  that  is  fair.  Again,  I  don't  want  to 
ignore  the  major  work  NTIA  does,  which  is  to  formulate  govern- 
ment policy  affecting  the  regulation  and  the  standards  for  this  in- 
dustry. But  for  the  new  parts  of  the  initiative,  yes,  we  would  be 
funding  the  last-mile  interconnections. 

Mr.  Rogers.  Why  wouldn't  the  private  sector  be  doing  that 
anyway? 

Mr.  SuGRUE.  Well,  again,  we  are  focusing  on  those  areas  that 
government  is  currently  involved  in  now  and  traditionally  sup- 
ports. 

We  aren't  proposing  to  go  out  and  wire  the  country  and  intercon- 
nect all  businesses  and  residences.  We  are  talking  about  again  fo- 
cusing on  those  areas  that  are  the  traditional  domain  of  govern- 
ment activity. 

PTFP  BUDGET  REQUEST 

Mr.  Rogers.  Well,  now,  for  PTFP,  you  are  requesting  $20,636,000, 
a  decrease  of  about  3  percent.  Why  do  your  budget  justifications 
appear  to  show  a  greater  cut  in  staff  for  the  PTFP  program?  Are 
positions  being  taken  from  the  PTFP  program  for  the  Nil? 

Mr.  SuGRUE.  Mr.  Connors  maybe  could  answer  that. 

Mr.  Connors.  The  FY  1993  stimulus  package  was  to  be  adminis- 
tered through  PTFP  and  contained  $64,000,000  and  30  positions  to 
jump  start  the  NIL  In  FY  1994,  the  positions  are  transferred  to  the 
Nil  program  which  will  now  have  a  separate  appropriation.  There 
is  no  actual  decrease  in  positions  for  PTFP.  The  program  has  15 
positions  which  is  the  same  amount  it  had  in  FY  1992  and  1993. 

Mr.  Rogers.  Assuming  you  don't  get  the  stimulus  monies,  how 
will  you  fill  these  positions? 

Mr.  Connors.  PTFP  would  continue  to  maintain  the  current  on- 
board staff  of  15  FTEs.  If  we  don't  get  the  stimulus  package,  we 
will  not  fill  any  additional  positions. 

Mr.  Rogers.  So  then  you  would  not  be  cutting  your  staffing  for 
PTFP? 

Mr.  Connors.  That  is  correct. 

Mr.  Rogers.  Your  budget  request  was  assuming  that  you  would 
get  the  stimulus  package?  The  numbers  we  are  dealing  with  are 
the  numbers  that  you  assumed 

Mr.  SuGRUE.  PTFP's  FY  1993  positions  reflected  increases  for  the 
stimulus  package. 

Mr.  Connors.  Yes,  it  assumes  that  there  were  45  positions  in 
PTFP  in  1993,  which  is  an  increase  of  30  for  the  stimulus  package. 

Mr.  Rogers.  Since  the  stimulus  package  is  now  gone,  are  you 
going  to  resubmit  something  for  us  or  do  you  need  to? 

Mr.  Connors.  We  don't  need  to  at  this  time,  because  there  is  a 
1994  request  pending  before  the  Committee  of  $51  million  for  the 
NIL 
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Mr.  Rogers.  Okay.  I  will  have  other  questions,  but  I  will  yield. 
Mr.  MoLLOHAN.  I  think  I  will  yield  to  Mr.  Skaggs. 

SPECTRUM  REALLOCATION /auction 

Mr.  Skaggs.  I  thank  my  colleagues  senior  on  the  committee  for 
yielding.  I  have  another  subcommittee  hearing  to  get  to,  and  I  ap- 
preciate it  very,  very  much. 

I  would  like  to  provide  some  relief  from  our  discussion  of  Nil  for 
just  a  minute,  and  then  get  back  to  it,  and  talk  about  the  spectrum 
reallocation  and  bidding  issue,  which  we  discussed  briefly  with  the 
FCC  when  they  were  on  a  couple  of  weeks  ago. 

One  of  the  concerns,  I  think,  is  how  realistic  it  is  to  budget, 
based  upon  the  projected  revenues  coming  in  from  that  bidding, 
and  I  am  wondering  how  your  people  validate,  the  $4  billion-plus 
that  is  projected? 

Mr.  SuGRUE.  As  revenue? 

Mr.  Skaggs.  Right. 

Mr.  SuGRUE.  Yes.  Well,  the  first  application  of  competitive  bid- 
ding that  I  think  the  FCC  would  have  in  mind  would  be  for  "per- 
sonal communication  systems,"  which  are  the  next  generation  of 
cellular  telephones.  They  would  be  smaller,  lighter,  using  so-called 
microcell  technology. 

The  FCC  has  a  proceeding  under  way  to  set  the  ground  rules  for 
those  licenses.  They  will  define  the  geographic  areas,  who  can  par- 
ticipate, how  much  spectrum  per  license  and  etc.  We  will  be  in  a 
position  to  start  issuing  licenses  under  one  technique  or  another, 
whether  it  is  through  comparative  hearings,  lotteries,  or  if  this  leg- 
islation passes,  competitive  bidding,  probably  sometime  by  the  end 
of  the  year  or  early  next  year. 

Mr.  Skaggs.  It  requires  a  new  statutory  authority  to  do  the  bid- 
ding? 

Mr.  Sugrue.  It  would  require  new  statutory  authority  to  do  the 
bidding;  that  is  correct.  Right  now  they  would  have  to  use  either 
comparative  hearings  where  anyone  who  wants  a  license  comes  in 
and  says,  give  it  to  me  because  I  am  better  in  some  sense;  or  lotter- 
ies. 

For  the  cellular  field,  they  started  out  doing  comparative  hear- 
ings for  the  first  30  markets.  To  get  the  license  actually  awarded 
under  our  system,  you  have  due  process;  it  is  a  trial,  basically-and 
the  distinctions  bec£ime  so  arbitrary,  the  technology  became  more 
well-known,  the  proposals  became  known,  and  what  the  commis- 
sion was  looking  for  became  well-known,  that  they  decided  to  aban- 
don that  after  the  first  30  markets  and  have  used  lotteries. 

The  lotteries  were  a  lot  quicker,  but  when  they  initially  adopted 
them,  they  were  sort  of  a  secret;  no  one  quite  knew  about  them. 
Shortly  the  word  got  out  and,  the  applicants  went  from  the  tens  to 
the  hundreds  to  the  thousands  to  the  tens  of  thousands. 

If  they  were  to  do  lotteries  for  PCS,  I  think  we  would  all  be  sub- 
mitting, our  applications  because  it  is  free  money.  The  way  it 
worked  out  is  those  licenses  for  cellular  would  be  awarded,  and 
they  would  walk  out  on  M  Street  and  sell  the  license  the  next  day 
to  someone  who  really  wanted  to  operate  the  system. 
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In  our  view,  it  is  better  to  have  a  straightforward  auction.  There 
is  an  active  market  for  licenses  with  significant  economic  valve. 
Our  estimate  of  the  value  of  the  current  cellular  licenses  is  about 
$80  billion;  and  that  is  a  fairly  conservative  estimate. 

Mr.  Skaggs.  And  we  gave  that  away? 

Mr.  SuGRUE.  We  gave  that  away.  Now,  it  may  not  have  been 
worth  $80  billion  when  given  away,  but  it  was  still  worth  quite  a 
bit.  I  think  the  $4  billion  estimate  is  fairly  conservative,  myself. 

Mr.  Skaggs.  What  do  other  countries  do  with  their  spectrum?  Do 
we  have  some  models  to  look  at  along  the  bidding  line? 

Mr.  Sugrue.  a  number  of  countries  that  are  moving  in  that  di- 
rection are  New  Zealand  and  Australia.  In  the  U.K.,  they  have  bid- 
ding for  broadcast  licenses. 

Mr.  Skaggs.  Well,  if  I  can  interrupt,  I  assume  your  role,  as  op- 
posed to  the  FCC's  role  here,  is  to  try  to  develop  a  policy  premise 
for  a  way  to  go. 

Mr.  Sugrue.  Right. 

Mr.  Skaggs.  So  I  am  just  probing,  since  they  have  got  to  do  the 
operational  side,  that  you  are  trying  to  give  them  policy  support? 

Mr.  Sugrue.  That  is  correct.  And  part  of  our  initiative  would  be 
to  do  some  empirical  economic  research  on  different  techniques 
and  different  ways  that  competitive  bidding  could  be  done. 

They  would  have  to  write  a  set  of  new  rules  to  implement  com- 
petitive bidding.  They  don't  have  the  authority  now,  so  they  don't 
have  the  existing  set  of  rules  to  do  it. 

Mr.  Skaggs.  And  we  don't  have  the  legislation  drafted  yet? 

Mr.  Sugrue.  There  is  legislation  pending  in  the  Senate  that 
would  authorize  competitive  bidding  under  certain  circumstances. 
Legislation  has  passed  the  House.  There  hasn't  been  anything  for- 
mally submitted  by  Commerce,  but  we  have  provided  comments  on 
both  the  House  and  Senate  bills. 

Mr.  Skaggs.  But  since  the  administration  has  anticipated  this 
revenue,  is  there  going  to  be  an  administration  legislative  proposal 
to  set  up  the  parameters  for  a  bidding  process? 

Mr.  Sugrue.  As  I  understand  it,  there  will  be.  We  have  drafted 
such  legislation.  0MB,  as  I  understand  it,  is  also  talking  with 
Energy  and  Commerce  Committee  as  to  whether  to  move  the  proc- 
ess along,  or  if  it  would  be  better  for  the  Administration  to  submit 
its  own  bill,  or  whether  they  want  to  propose  a  bill. 

Mr.  Skaggs.  If  I  can,  Mr.  Chairman,  just  go  back  briefly  to  the 
Nil  set  of  issues,  or  the  standards-setting  dimension  of  this.  And  I 
may  be  off  base,  but  my  feeling  is  that  there  is  a  central  justifica- 
tion for  a  governmental  function  in  this  right  now.  But  how  do  you 
make  sure  that  we  don't  end  up  with  a  lot  of  privately  developed 
systems  out  there  that  in  fact  can't  be  efficiently  integrated? 

Maybe  that  is  a  relatively  cheap  piece  of  the  action  that  you  are 
anticipating,  but  I  just  wanted  you  to  elaborate  a  bit  on  the  critical 
nature  of  that,  if  I  see  it  correctly;  and  then  what  the  interrelation- 
ship is  between  your  work  and  NIST's  work  in  dealing  with  the 
standards  and  interconnection  of  hardware  and  software. 

Mr,  Sugrue.  Well,  you  are  right  on  target  in  appreciating  that 
standards  work  is  critically  important.  In  terms  of  the  dollar 
amounts  we  are  asking  for  in  this  initiative,  it  is  not  as  big  as  the 
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grant  program,  which  takes  most  of  the  money,  to  actually  get  fa- 
cilities constructed. 

But  we  have  two  activities  that  are  part  of  the  overall  program 
that  are  standards-related.  One  is  in  the  international  area,  in 
which  we  are  requesting  for  $1.4  million  to  enhance  our  ability  to 
participate  actively  and  effectively  in  international  conferences, 
dealing  both  with  radio  spectrum  allocation  and  standards  setting. 

The  second  initiative  requests,  an  additional  $700,000  to  assist 
our  lab  at  ITS  to  enhance  its  ability  to  work  in  the  standards  area, 
particularly  dealing  with  interconnection  and  interoperability. 

Some  of  us  still  lapse  and  talk  about  the  network  as  if  it  were  a 
single  network  and  Ma  Bell  was  still  running  it  which  is  really  a 
1970's  concept;  and  it  really  is  the  network  of  networks  now,  and 
interconnection  and  interoperability  are  increasingly  important 
and  demanding.  I  would  note  that  two  major  private  sector  groups- 
one  from  the  computer  industry,  Mr.  Scully  is  the  spokesperson  for, 
and  most  recently  one  from  the  telecommunications  industry,  with 
14  CEOs  of  all  the  major  local  exchange  carriers  in  addition  to  all 
the  major  service  providers,  i.e.  AT&T,  and  Sprint,  almost  never 
get  to  sign  the  same  piece  of  paper  unless  it  is  a  lawsuit.  They 
signed  a  statement  supporting  the  President's  initiative  in  building 
a  national  information  infrastructure,  applauding  the  vision  in 
that  area,  and  identifying  what  is  viewed  as  appropriate  roles  for 
government. 

One  of  them  was  to  facilitate  the  standards  process;  and  in  par- 
ticular in  the  areas  I  mentioned-interconnection,  and  interoperabil- 
ity. 

Mr.  Skaggs.  It  would  seem  to  me  that,  to  the  extent  there  is  a 
long  hole  in  the  government's  tent  piece  of  this,  that  is  it;  and  the 
grant  function  could  wait  a  year  or  two  without  being  a  disaster. 
But  if  we  don't  get  mutually  acceptable  standards  on  connections 
or  systems  in  place  early  on,  that  could,  in  turn,  delay  an  awful  lot 
of  progress.  I  just  want  to  make  sure  that  if  we  have  to  pare  back 
somewhere,  that  we  correctly  identify  what  absolutely  meets  the 
priority  in  this  area  from  your  point  of  view  next  year. 

Mr.  SuGRUE.  Well,  I  understand  that,  and  it  is  very  critical.  I  am 
not  in  a  position  right  now  to  say  which  of  those  is  more  critical 
than  the  other,  or  which  of  my  children  we  will  push  aside  for  the 
moment,  push  away  from  the  table.  But  I  will,  as  I  said,  review 
that. 

Mr.  Skaggs.  You  are  not  going  to  contradict  my  assertion? 

Mr.  SuGRUE.  That  is  correct. 

Mr.  Skaggs.  Thank  you  very  much.  I  appreciate  you  gentlemen 
yielding. 

Mr.  Smith  of  Iowa.  All  right. 

Mr.  MoUohan? 

FCCSET  PROCESS 

Mr.  MoLLOHAN.  Is  the  agency  a  part  of  the  FCCSET  committee? 

Mr.  SuGRUE.  Not  directly  at  this  time,  but  OSTP,  which  oversees 
FCCSET  is  coordinating  the  NIL  The  FCCSET  initiative  for  HPCC 
is  also  contributing  to  the  development  of  the  NIL  We  also  partici- 
pate in  another  group  called  the  Federal  Networking  Council.  In 
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addition,  this  year  we  have  an  initiative,  totaling  $500,000  to  en- 
hance NTIA's  ability  to  participate  in  NREN  development  which  is 
an  important  component  of  the  FCSSET  HPCC  initiative. 

Mr.  MoLLOHAN.  Well,  as  I  understand  it,  FCCSET  is  going  to  be 
setting  the  priorities  and  defining  a  lot  of  the  government's  in- 
volvement in  this  regard.  It  is  curious  to  me  that  you  are  not  a 
part  of  FCCSET,  particularly  if  you  are  going  to  play  a  significant 
role  in  infrastructure  as  you  just  indicated. 

Mr.  SuGRUE.  I  think  we  are  moving  to  becoming  a  part  of  it.  A 
lot  of  acronyms  here.  There  is  the  HPCC  which  is  a  subset  of 
FCCSET,  which  is  the  high  performance  computing  part  of  what 
FCCSET  does,  and  within  HPCC  there  is  the  networking  compo- 
nent. 

I  agree  with  you.  Through  this  initiative  we  will  increase  NTIA's 
involvement,  in  FCCSET.  We  will  also  become  more  involved 
through  our  NREN  initiative.  As  the  NREN  build  upon  the  Inter- 
net, and  becomes  more  and  more  a  part  of  our  infrastructure, 
rather  than  just  a  specialized  network  among  government  agencies 
and  a  few  little  private  users  or  academic  institutions,  it  is  increas- 
ingly running  into  policy  issues. 

The  people  involved  in  that  community  are  very  anxious  to  have 
our  input  on  NREN.  They  aren't  comfortable  dealing  with  things 
like  what  is  the  appropriate  use  and  what  is  the  relationship  be- 
tween commercial  carriers  and  what  they  are  doing  and  what  sort 
of  activities  should  they  do,  what  should  commercial  carriers  do, 
what  are  the  limitations  in  terms  of,  for  example,  regulation  or  the 
AT&T  antitrust  decree  on  what  activities  commercial  carriers  can 
participate  in. 

So  there  is  a  demand  for  us  to  be  involved,  and  then  further, 
with  our  enhanced  involvement 

Mr.  MoLLOHAN.  You  mean  there  is  a  reason  for  you  to  be  in- 
volved? 

Mr.  SuGRUE.  Yes,  there  is  a  reason.  A  demand,  meaning  that 
people  want  us  to  be  involved  in  it.  And  then  from  this  new  initia- 
tive, actually,  we  are  awarding  grants  for  the  last  mile,  as  we  say. 

Mr.  MoLLOHAN.  You  mean  the  Nil? 

Mr.  SuGRUE.  Yes.  We  think  we  obviously  need  to  have  a  much 
greater  involvement  in  those  activities. 

Mr.  MoLLOHAN.  That  would  really  trigger  your  involvement  with 
FCCSET  wouldn't  it?  That  is,  if  you  receive  an  appropriation  of 
these  Nil  grants,  is  that  correct? 

Mr.  SuGRUE.  That  is  correct. 

Mr.  MoLLOHAN.  Have  you  been  talking  with  NSF  at  all  about  the 
NREN  program — what  role  would  you  play  in  it? 

Mr.  SuGRUE.  I  was  on  a  panel  this  week  with  Steve  Wolf,  the 
NSF  Director  for  NSF's  communications  programs.  We  have  been 
talking  at  the  staff  level  and  had  presentations  as  to  what  we  are 
proposing  to  do  and  how  we  would  interrelate.  Part  of  this  initia- 
tive is  the  $500,000  for  NREN. 

Part  of  this  initiative  is  the  $500,000  component  for  enhanced 
involvement  in  NREN  planning  and  policy  which  would  enable  us  to 
intensify  those  efforts.  We  would  work  with  NSF  to  implement  this 
initiative. 
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NATIONAL  INFORMATION  INFRASTRUCTURE 

Mr.  MoLLOHAN.  Following  up  on  the  Chairman's  questions  and 
Mr.  Roger's  questions  about  how  all  of  this  system  is  going  to  work. 
If  you  would,  please  summarize  how  you  see  the  overall  architec- 
ture working,  and  how  the  FCCSET  committee  membership  will 
play  in  this  architecture,  and  how  you  might  complement  this  on- 
going activity. 

Mr.  SuGRUE.  Well,  let  me 

Mr.  MoLLOHAN.  And  I  am  talking  about  DOE,  NASA,  NSF,  and 
so  on. 

Mr.  SuGRUE.  Let  me  take  one  brush  at  that  and  maybe  ask  Dr. 
Rush,  who  has  been  representing  us  in  those  committees,  to  ad- 
dress it  a  little  bit  more. 

Mr.  MoLLOHAN.  Okay,  sure. 

Mr.  SuGRUE.  A  lot  of  those  activities  were  generated  by  Federal 
agencies  that  are  major  users  of  computing  and  communications 
technologies.  As  some  of  those  networks  evolve,  they  are  now  be- 
coming much  more  widespread,  like  the  Internet,  and  eventually 
we  think  the  NREN,  the  high-speed  data  network.  NTIA  is  not  a 
major  user  of  supercomputers — we  don't  run  our  own  supercom- 
puter, we  don't  run  our  own  network  the  way  NASA  does,  or  the 
way  NOAA  does.  We  see  a  need  and  a  desirability  on  policy 
grounds  for  us  to  get  involved;  and  then  on — as  I  said,  because  it 
would  be  giving  these  grants  for  others  to  sort  of  hook  into  these  to 
be  involved. 

Mr.  MoLLOHAN.  Do  you  expect  your  agency  to  play  a  role  in  cre- 
ating access  to  the  various  agency  networks,  for  example?  And  in 
that  regard  what  role  will  the  private  sector  play  and  what  role 
will  your  grant  program  play? 

What  I  really  am  looking  for  is  a  perspective  on  what  the  overall 
architecture  will  look  like.  For  example,  who  will  you  connect  to 
the  network — all  academic  institutions,  including  kindergarten 
through  graduate  school?  The  Federal  laboratories?  I  mean,  can 
you  give  me  some  idea  of  what  the  highway  is  supposed  to  look 
like? 

Mr.  SuGRUE.  Go  ahead.  Dr.  Rush. 

Mr.  Rush.  Well,  Mr.  Congressman,  as  you  have  indicated,  there 
is  a  blurring  at  this  point  in  time  as  to  exactly  what  it  is  that  this 
overall  national  information  infrastructure  is  going  to  look  like. 
There  are  a  number  of  agencies  that  are  participating  through  the 
FCCSET  activity,  and  in  particular,  the  work  is  being  done  on  the 
Nil  as  part  of  what  we  call  the  HPCC,  the  High  Performance  Com- 
puting and  Communications  Information  Technology  Subcommittee 
that  is  part  of  the  FCCSET. 

Mr.  MoLLOHAN.  Does  FCCSET  have  the  mission  to  bring  clarity 
out  of  this  blur? 

Mr.  Rush.  Yes.  And  what  this  particular  Subcommittee  has  done 
is  that  it  has  taken  upon  itself  the  responsibility  for  bringing  what 
it  calls  the  Nil  into  the  HPCC  activity. 

Mr.  MoLLOHAN.  Who  has  responsibility  for  doing  that,  this  sub- 
committee? 

Mr.  Rush.  This  Subcommittee,  which  is  part  of  the  FCCSET  proc- 
ess. 
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Mr.  MoLLOHAN.  A  FCCSET  subcommittee. 

Mr.  Rush.  Yes,  that  is  correct. 

Mr.  MoLLOHAN.  So  this  $51  million  is  especially  important? 

Mr.  Rush.  This  $51  million,  Mr.  Congressman,  is  especially  im- 
portant to  the  people  who  are  working  right  now  to  develop  the 
overall  vision  of  what  the  Nil  will  ultimately  be.  Most  of  the 
people  who  have  thus  far  been  involved  in  the  FCCSET  activities 
are  individuals  who  are  looking  at  the  high  end  of  the  network,  the 
development  of  the  high-speed,  high-capacity  gigabit,  billions  of  bits 
per  second,  computer-to-computer — supercomputer-to-supercom- 
puter backbone  network. 

There  is  a  realization  that  what  we  are  doing  is  creating  a  net- 
work that  is  serving  nothing  more  than  researchers  in  government, 
academia  and  industry.  We  are  running  the  risk  of  creating  an  in- 
formation elitist  society  that  has  limited  access  to  what  the  net- 
work can  provide.  We  fit  into  this  by  providing  the  access  to  that 
network.  That  is  where  the  NTIA  grant  program  fits.  It  is  very, 
very  timely  that  we  have  been  called  into  the  FCCSET  and,  the 
HPCC  communities  in  order  to  assure  that  the  information  that  is 
going  to  be  transmitted  back  and  forth  along  the  highway  is  avail- 
able. I  don't  mean  to  sound  denigrating  but  this  information  should 
also  be  available  to  the  common  people,  and  not  just  to  a  bunch  of 
government  or  academic  researchers  that  are  interested  in  moving 
bits  back  and  forth  because  it  seems  to  be  a  neat  thing  to  do. 

Mr.  MoLLOHAN.  So  you  are  going  to  be  in  the  dissemination  busi- 
ness? 

Mr.  Rush.  We  feel  that  that  is  an  extremely  important  part  of 
our  role  to  help  stimulate  the  NIL 

Mr.  Mollohan.  Are  you  far  enough  along  in  your  thinking  to 
tell  us  which  will  be  the  first  community  to  receive  this  informa- 
tion? What  is  the  second  or  will  you  do  it  simultaneously? 

Mr.  Rush.  I  could  not  presume  to  say  that  we  are  far  enough 
along  in  our  thinking  to  answer  your  questions  specifically.  Howev- 
er, our  program,  as  has  been  described,  is  targeting  what  we  think 
are  those  social  functions  that  government  has  historically  support- 
ed. 

Mr.  Mollohan.  Education? 

Mr.  Rush.  Education,  health  care,  day  care,  those  are  the  kinds 
of  projects  we  envision. 

Mr.  Mollohan.  Day  care? 

Mr.  Rush.  Educational  day  care  or  headstart  type  programs. 

Mr.  Mollohan.  Okay. 

FY  1994  Nil  GRANT  PROCESS 

Mr.  Mollohan.  Mr.  Rogers  talked  a  bit  about  the  granting  proc- 
ess. Could  you  elaborate  on  that  a  bit?  If  you  were  to  receive  appro- 
priations for  Nil  in  fiscal  year  1994,  how  would  the  granting  proc- 
ess move  forward? 

Mr.  SuGRUE.  For  that,  I  will  turn  it  over  to  Mr.  Connors  in  a 
minute,  but  the  system  has  been  that  we  have  an  annual  grant 
cycle  in  which  applications  are  due  by  a  date  early  in  the  calendar 
year.  Those  are  then  reviewed  in  terms  of  meeting  a  baseline.  If 
they  get  into  the  eligible  pool;  they  are  then  evaluated  by  PTFP 
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staff.  Next,  they  are  evaluated  by  outside  panels  we  bring  in  to  find 
out  how  feasible  they  are. 

We  have  certain  traditional  criteria,  particularly  in  the  broad- 
casting area,  and  we  will  need  to  consider  establishing  priorities. 
For  example,  do  we  want  to  do  that  by  rule?  Do  we  want  to  do  that 
informally?  Should  the  focus  be  on  K  through  12  in  the  first  year? 
Should  the  focus  be  somewhere  else? 

The  grants  are  then  typically  issued  late  in  the  fiscal  year,  under 
our  grant  cycle.  We  will  have  to  examine  that.  It  doesn't  mean  that 
if  that  is  the  way  we  did  it  with  the  other  program,  we  will  do  it 
the  same  way.  But  I  think  our  present  thinking  will  be  to  antici- 
pate an  annual  grant  cycle  and  a  competitive  filing  of  applications. 

Mr.  Connors.  From  my  perspective,  there  are  two  things  that 
will  go  into  the  planning  grants  and  the  construction  grants  in 
Fiscal  Year  1994.  We  will  probably  solicit  States  and  other  entities, 
because  there  could  be  a  national  organization,  such  as  library  or- 
ganizations or  broad-based  educational  organizations,  who  may  also 
come  in  and  say  that  they  can  see  how  to  solve  some  of  these  net- 
work problems  through  planning  on  a  national  basis  or  a  State 
basis;  and  you  would  give  the  incentive  to  the  States  to  come  in 
and  try  to  say  that  they  want  to  do  specific  planning.  And  that 
planning  can  go  and  build  upon  what  they  have  already  been 
doing,  but  try  to  look  at  perhaps  a  statewide  network  or  a  regional 
network  and  say,  these  are  the  needs  that  they  have  in  the  States. 

Mr.  MoLLOHAN.  Would  you  anticipate  that  a  lot  of  the  first  $51 
million  would  go  to  planning  grants? 

Mr.  Connors.  A  substantial  amount  could  go  to  planning,  be- 
cause I  think  statewide  planning  grants  could  probably  range  from 
$200,000  to  $750,000  if  you  include  the  type  of  planning  that  means 
that  you  analyzed  all  the  various  groups  within  your  State  such  as 
the  community  colleges,  the  hospital  services,  the  community  serv- 
ices that  may  want  some  information  from  the  government.  But 
you  would  have  to  leave  it  up  to  the  States  or  to  other  organiza- 
tions to  decide  if  they  need  that  type  of  planning. 

It  could  also  include  the  engineering  type  of  costs  that  would  say 
how  you  should  actually  configure  these  type  of  networks. 

So  a  substantial  amount  of  money  could  be  spent  for  planning, 
but  I  think  you  would  have  to  leave  it  up  to  the  applicants  them- 
selves to  decide  how  much  they  would  come  to  us  and  apply  for. 
Then  we  would  balance  that  against  the  construction  type  of 
money,  and  the  equipment  money  that  we  would  want  to  give  out. 

I  think,  £is  Mr.  Sugrue  indicated,  we  are  also  looking  for  training 
money,  maybe  not  the  training  money  of  teaching  teachers  how  to 
teach,  but  to  teach  them  how  to  use  the  equipment,  how  to  gain 
access  to  the  networks.  A  lot  of  that  is  still  foreign  to  folks  out 
there. 

And  then  you  would  focus  on  those  groups  who  would  have  the 
best  need  in  the  community.  It  might  be  the  library  community, 
who  is  used  to  using  data,  and  they  may  come  to  us  )^ith  some  in- 
novative ideas  about  how  to  use  data.  It  may  be  the  educational  in- 
stitutions, for  example  the  distance  learning  folks  in  a  rural  com- 
munity for  which,  maybe  satellite  technology  would  be  the  best 
way  to  go.  Others  might  say,  we  need  a  combination  of  technol- 
ogies. We  need  a  connection  to  Internet,  distance  type  learning  ca- 
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pabilities  from  a  foreign  area,  and  we  need  to  connect  our  schools 
through  some  internal  microwave  type  of  system. 

So  I  think  our  focus  would  be  on  what  the  users  need,  and  for  us 
to  develop  a  competitive  procedure. 

Mr.  MoLLOHAN.  Would  you  anticipate  coordinating  your  grant 
program  with  other  agencies? 

Mr.  Connors.  I  would  hope  so. 

Mr.  MoLLOHAN.  It  looks  like  there  will  be  several  agencies  receiv- 
ing money  for  related  activities.  A  coordinated  effort  would  maxi- 
mize its  efficient  and  best  use. 

Mr.  Connors.  I  think  so,  too.  Like  the  Department  of  Education, 
we  have  had  a  lot  of  experience  in  distance  learning  in  education, 
and  I  think  that  we  should  coordinate  very  actively  with  them,  and 
maybe  through  the  FCCSET  Committee  or  through  other  coordi- 
nating mechanisms.  We  have  had  discussions  with  the  Department 
of  Education  and  with  the  educational  folks  at  the  National  Sci- 
ence Foundation.  They  are  all  saying  let's  work  together;  and  I 
would  think  that  we  could  formalize  those  arrangements  if  Con- 
gress decides  to  appropriate  funds. 

Mr.  SuGRUE.  We  are  really  looking  to  try  to  leverage  this  money 
by  hooking  into  existing  networks,  publicly  and  privately  funded, 
Internet  being  one  of  them.  Another  example  would  be  PBS's  Tel- 
star  satellite,  which  will  be  going  up  later  this  year  and  which  will 
have  advanced  capabilities  for  delivering  video  services.  There  are 
plans  to  do  some  educational  things  by  hooking  into  this  satellite. 

To  cite  one  example  from  an  application  pending  before  us,  the 
California  State  University  system  has  proposed  jointly  with  Pacif- 
ic Bell  to  hook  up  30  model  schools,  K  through  12  schools  into 
CSUnet  which  is  the  statewide  California  State  University  net- 
work, with  high-quality  digital  lines  for  hooking  up  computers. 
CSUnet,  in  turn,  serves  as  a  gateway  to  Internet.  Internet  connects 
networks  like  the  NASAnet  and  other  networks  around. 

So  through  this  hierarchy  of  interconnection,  you  can  bring  to  K 
through  12  access  to  the  NASAnet.  It  is  not  a  line  going  from  their 
little  school  over  to  Houston;  it  is  through  using  existing  capabili- 
ties. 

Mr.  MoLLOHAN.  That  is  pretty  neat. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith  of  Iowa.  Mr.  Taylor? 

1994  Nil  BUDGET  REQUEST 

Mr.  Taylor.  Gentlemen,  I  know  that  you  pointed  out  that  the 
evolution  of  this  process  would  go  on  without  government;  in  fact, 
a  lot  of  it  has  been  going  on  before  it  was  discovered  by  the  White 
House  or  anyone  else  and  a  great  deal  of  progress  is  moving  for- 
ward. 

I  am  perhaps  more  troubled  by  the  massive  spending  than  Mr. 
Rogers.  You  know,  Mark  Twain  said  that  if  the  world  ever  came  to 
an  end,  he  wanted  to  be  in  Cincinnati  because  it  would  take  20 
years  longer  for  it  to  get  there.  Coming  from  a  business  back- 
ground, that  is  how  I  feel  when  the  government  looks  over  at  some 
innovative  program  and  wants  to  get  involved. 
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You  talked  about  how  the  government  could  be  a  catalyst.  When- 
ever I  see  the  government  creating  a  catalyst,  it  usually  turns  into 
a  lot  of  bull.  For  me  to  think  that  Washington  bureaucrats  might 
be  taking  taxes  from  public  and  private  business  and  putting  to- 
gether regulations  rife  with  pandering  to  every  special  interest 
group  they  can,  and  to  assume  that  they  are  going  to  be  on  the  cut- 
ting edge  of  anything  just  goes  beyond  my  belief.  I  have  read  mate- 
rial about  the  Bell  systems  willing  to  spend  $100  billion  in  contri- 
butions, in  creating  the  national  information  infrastructure  putting 
the  thing  forward. 

The  cable  folks  got  competitive  and  said  they  could  throw  in  $90 
billion  or  something  to  that  effect.  That  is  a  lot  of  money.  Would  it 
be  better  for  us  to  stay  out  of  the  way? 

I  would  ask  that,  number  one.  I  presume  you  were  hearing  some 
of  the  same  voices.  That  is  why  you  asked  for  $23  billion  instead  of 
94  or  thereabouts  in  your  initial  effort  in  this  area. 

Are  we  about  to  get  the  government  in  the  middle  of  something 
where  it  would  be  better  to  watch  and  try  to  make  it  easier  for  the 
competitive  market  and  for  the  private  organizations  that  have 
worked  in  this  to  do  many  of  the  things  you  were  talking  about — 
the  motivating,  the  training,  the  teaching  and  others?  I  have  seen 
in  many  technological  programs  that  the  companies  that  make  the 
equipment  or  install  the  equipment,  or  service  the  equipment  and 
do  other  things,  do  a  much  better  job  in  trying  to  train  public 
schools  and  libraries  and  others,  than  the  kind  of  bureaucracy 
where  the  government  would  come  in  and  try  to  do  that  training. 

I  am  just  wondering,  this  quadrupling  in  the  request  that  you 
originally  had — you  had  some  reason  for  that  original  request,  I  am 
sure.  You  thought  that  $23  million  would  move  the  program  along 
pretty  nicely? 

Mr.  SuGRUE.  The  $23  million  didn't  include  any  funds  in  it  for 
this  type  of  initiative,  nor  any  funds  for  the  traditional  PTFP  pro- 
gram, which  represents  $20.6  million  of  our  total  request.  The 
change  obviously  reflects  the  priority  the  President  and  the  Vice 
President  place  on  telecommunications  and  technology  as  a  driver 
of  the  economy  and  an  enhancer  of  quality  of  life  for  our  citizens 
and  the  role  government  can  play  in  that  in  a  constructive  fashion. 

In  terms  of  sta5dng  out  of  the  way,  the  response  of  the  private 
sector  to  this  initiative  has  been  very,  very  positive.  There  was 
some  concern  particularly  initially  when  some  of  our  rhetoric  per- 
haps was  not  as  precise  as  it  should  be,  and  some  suggestion  that 
government  might  be  taking  over  roles  it  shouldn't  be  getting  into. 

But  as  I  referred  to  the  computer  group  that  Mr.  Scully  from 
Apple  is  the  Chair  of,  and  the  recent  telecommunications  group, 
and  again,  as  someone  who  has  worked  in  this  area  for  12  years, 
getting  those  14  CEOs  to  sign  up  on  a  vision  for  what  should  be 
happening  in  this  industry  was — is  fairly  remarkable. 

They  applaud  the  President's  effort  to,  one,  articulate  this  na- 
tional commission  infrastructure 

Mr.  Taylor.  And  that  doesn't  cost  us  anything,  except  to  sell  it. 

Mr.  SuGRUE.  No,  but  there  is  leadership  involved  in  doing  that. 

Mr.  Taylor.  Sure. 

Mr.  SuGRUE.  Also,  to  do  a  number  of  things  Mr.  Skaggs  referred 
to  including  getting  more  involved  in  the  standards  area  to  help  fa- 
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cilitate  their  development.  Because  with  multiple  providers  you 
need  standards  for  interconnection  to  assure  that  the  networks 
work  together.  We  are  doing  that  to  ensure  what  communications 
policy  has  traditionally  been  called  "universal  service,"  that  tradi- 
tional needs  that  might  not  otherwise  be  met  through  the  market- 
place such  as  education  and  health  care.  I  think  these  areas  would 
be  among  them  and  are  supported  and  funded  and  can  share  in  the 
benefits  of  this  infrastructure. 

Our  part  of  this  program,  focused  on  education,  health  care  and 
on  nonprofit  entities.  From  the  contacts  I  have  had  with  the  pri- 
vate sector  and  they  have  been  fairly,  fairly  extensive  on  this, — to 
the  extent  that  there  are  concerns,  that  are  not  focused  on  our 
aspect  of  the  Administration's  proposal.  This  seems  very  well 
within  traditional  government  functions  in  terms  of  supporting 
education,  and  health  care. 

We  are  involved  in  education  to  the  tens  of  billions  of  dollars.  We 
are  involved  in  health  care  to  the  tens  of  billions  of  dollars.  Provid- 
ing a  means  by  which  these  advances  in  technology  can  be  brought 
to  bear  to  deliver  that  mission  in  a  more  effective  fashion  is  not 
getting  government  into  an  area  where  it  is  best  left  to  the  private 
sector. 

If  the  question  is  whether  the  national  information  infrastruc- 
ture at  large  really  the  domain  of  the  private  sector  in  this  coun- 
try, the  answer  is  yes,  it  is.  I  don't  think  anything  the  President 
has  proposed  would  suggest  that  government  is  going  to  take  over 
the  telecommunications  function  in  this  country.  We  have  an 
active  private  sector  delivering  good  services,  and  the  government's 
role  again  is  not  to  take  that  over. 

The  $50  billion  a  year  I  mentioned  is  what  the  private  sector  is 
doing.  Obviously  from  the  amount  of  money  we  are  talking  about, 
it  is  not  something  we  are  going  to  claim  as  our  own. 

Mr.  Taylor.  I  can  name  a  number  of  sectors  where  we  have  had 
an  active  private  sector  at  one  time  delivering  goods  and  services 
and  where  the  government's  heavy  hand  has  put  us  back  to  about 
the  level  of  Nicaragua.  I  am  not  saying  you  are  running  out  the 
private  industry;  I  am  saying  that  whenever  the  government  wants 
$71  million  more,  four  times  more  dollars  than  it  was  get- 
ting before,  it  tends  to  start  out,  and  before  long  it  may  be  involved 
with  things  that  it  wasn't  intending  to. 

Mr.  Chairman,  my  responsibility  is  not  to  look  after  Apple  or 
Southern  Bell  or  anyone  else,  but  if  we  are  hard  up  for  money,  as 
Mr.  Rogers  has  pointed  out,  to  come  up  with  this  extra  $70  million, 
there  needs  to  be  a  real  good  case  why  we  ought  to  be  doing  it.  And 
from  what  I  have  seen — and  I  am  waiting  to  be  convinced,  from 
Time  Magazine  and  others — there  is  no  great  cry  for  us  quadrupling 
our  investment  to  make  this  progress  move  along. 

There  are  ways  government  can  help,  but  we  don't  need  to  put 
the  dollars  in  to  make  it  move  along,  except  perhaps  in  the  stimu- 
lus case.  You  want  to  spend  a  lot  of  money  so  everybody  will  think 
it  is  your  idea  or  something.  But  we  may  be  getting  in  the  way  at 
this  point. 

I  can  see  a  real  use  for  the  information  infrastructure  in  educa- 
tion and  health  care  and  others.  This  may  be  better  utilized  by  the 
government;  and  the  government  will  probably  be  late  in  recogniz- 
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ing  it  is  there  and  using  it.  You  should  let  the  national  information 
infrastructure  go  ahead  and  develop,  and  then^  utilize  it  for  those 
services  where  the  government  traditionally  is  involved,  such  as 
social  services.  I  am  just  one  member,  but  I  need  a  little  more  con- 
vincing on  why  we  need  to  have  these  extra  dollars  to  make  the 
wheel  turn. 

Mr.  SuGRUE.  Well,  Mr.  Taylor,  I  will  make  one  more  attempt  at 
convincing  you  today,  and  I  vill  be  happy  to  make  as  many  at- 
tempts as  you  would  like. 

Mr.  Taylor.  Okay. 

Mr.  SuGRUE.  I  think  the  NTIA  component  is  something  more  un- 
derstandable to  ordinary  people  and  myself  as  well,  than  the  giga- 
bits flying  around  and  what  AT&T  is  doing  and  so  forth.  What  we 
are  proposing  is  for  example,  if  you  go  out  to  a  school  system  or  a 
university  that  has  received  a  grant  from  NTIA  in  the  past,  what 
you  will  see  is  a  classroom  with  a  TV  screen  in  it.  You  will  see  on 
top  a  satellite  dish.  It  might  be  a  receiver  dish  or  a  two-way  dish 
depending  on  what  the  project  was.  You  will  also  see  instructional 
material,  courses  being  offered  on  TV  from  hundreds  of  thousands 
of  miles  away. 

Let  me  touch  on  one  point  you  mentioned.  Our  part  of  the  pro- 
gram isn't  so  much  involved  in  funding  technologies  that  are  on 
the  cutting  edge  in  the  sense  that  they  don't  exist.  Most  of  what  is 
being  put  in  the  school  systems,  in  terms  of  hardware,  is  commer- 
cially available.  There  is  not  enough  money  for  us  to  fund  some- 
thing esoteric  or  experimental.  That  is  another  part  of  the  pro- 
gram, and  I  guess  I  am  not  the  best  person  perhaps  to  defend  that 
part  of  it.  What  we  are  talking  about  is  well-developed,  well-known 
technologies  that  are  being  used,  that  have  been  used  for  other 
purposes,  but  haven't  really  been  brought  to  bear  in,  for  example, 
education  as  effectively  as  they  might. 

And  in  the  educational  community  we  see  more  and  more  oppor- 
tunities to  sort  of  use  telecommunications  to  deliver  its  services, 
not  in  a  pork  barrel  way  or  a  wasteful  way,  but  to  deliver  those 
services  more  efficiently,  and  more  effectively. 

BENEFITS  OF  Nil 

Mr.  Taylor.  It  is  behind  its  time,  really.  I  mean,  we  ought  to  be 
a  lot  further  ahead.  I  am  not  disagreeing  with  you.  What  I  am 
saying  is,  it  has  been  my  experience  that  the  people  who  sell  serv- 
ices to  make  a  living  are  looking  for  customers,  and  they  have  a 
real  motivation  so  that  they  could  be  turned  loose  to  do  the  kind  of 
training,  the  kind  of  work  we  are  talking  about,  rather  than  seeing 
that  become  an  expense  of  government. 

Mr.  SuGRUE.  They  don't  always  have  the  funds.  We  are  not  going 
out  there  saying,  you  private  sector  providers  please  step  aside,  and 
allow  NTIA  to  take  care  of  the  job  for  you.  We  would  give  a  grant 
for  a  million  dollars,  for  example,  to  buy  10  satellite  dishes,  the  ap- 
propriate hardware  to  hook  up  10  more  school  systems  or  10  more 
agricultural  universities  to  the  AGSAT,  or  the  distance  learning 
thing  with  the  Japanese,  or  a  special  math  course  that  is  not  avail- 
able, but  being  taught  at  a  college. 
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There  was  a  fellow  from  Iowa  who  visited  me  who  runs  a  four- 
year  college  but  who  has  an  arrangement  with  nine  community 
colleges.  Right  now  the  students  from  those  nine  community  col- 
leges have  to  drive  if  they  are  going  to  make  use  of  those  educa- 
tional resources.  Again,  with  the  telecommunications  they  can 
make  it  seem  like  those  students  at  those  nine  remote  campuses 
have  access  to  the  teachers,  the  libraries,  and  all  the  facilities  of 
the  central  system. 

Mr.  Taylor.  I  don't  doubt  the  benefits.  In  fact,  I  recognize  the 
benefits. 

I  won't  take  any  more  time.  But,  Mr.  Chairman,  I  would  like  to 
get  more  information  on  your  specific  expenditures  to  see  how 
much  of  your  request  is  going  toward  actually  broadening  opportu- 
nities; and  perhaps  we  are  the  wrong  committee  to  be  doing  it;  I  don't 
know.  That  would  be  where  I  would  like  to  look  a  little  more.  Thank 
you. 

Mr.  Smith  of  Iowa.  Mr.  Moran? 

Mr.  Moran.  Thank  you,  Mr.  Chairman. 

Don't  other  nations  collaborate  with  the  private  sector  in  devel- 
oping their  telecommunications  networks—Japan  and  Germany 
and  so  on?  They  make  a  rather  substantial  investment,  don't  they? 

Mr.  SuGRUE.  Yes.  There  is  very  active  and  very  close  collabora- 
tion in  those  countries. 

Mr.  Moran.  I  think  we  all  agree,  Mr.  Taylor,  that  we  don't  want 
to  be  spending  Federal  taxpayers'  money  if  we  can  get  private 
money;  but  on  the  other  hand  there  probably  are  areas  that  just 
aren't  going  to  be  done  or  be  given  a  priority  unless  public  money 
is  involved,  at  least  as  incentive  money.  And  yet  there  might  be  na- 
tional priorities,  for  example,  of  distributing  the  information  capa- 
bility between  and  to  universities  that  might  not  otherwise  have 
access  to  it. 

I  have  to  say,  though,  that  it  seems  like  a  little  knowledge  is  a 
dangerous  thing;  and  I  was  very  much  aware  of  that  last  week 
when  I  read  that  Time  Magazine  article,  Mr.  Rogers,  that  said  we 
are  going  to  have  a  virtual  video  library  in  every  home;  and  there 
will  be  another  in  the  shopping  mall  as  well.  We  can  pick  what  we 
want  to  buy  in  all  kinds  of  categories,  items  that  we  can  buy,  and 
it  will  be  a  library. 

All  the  information  we  could  get  at  a  local  library  will  eventual- 
ly be  accessible,  as  long  as  you  have  a  cable  TV  or  a  personal  com- 
puter; or  if  you  don't  want  video,  well,  you  can  use  your  telephone. 

Unfortunately,  the  next  thing  I  had  to  do  after  finishing  the  arti- 
cle was  to  speak  to  the  Friends  of  the  Libraries  of  America,  about 
500  people  at  the  Cannon  Caucus  Room,  and  I  told  them  how  it  ap- 
peared that  the  libraries,  as  we  know  them  today,  will  soon  be  a 
relic  of  the  past,  and  that  their  principal  function  will  be  to  oper- 
ate computer  networks,  unless  in  affluent  communities  they  want 
to  try  to  compete  with  the  Border  Book  Shop,  where  you  have 
better  surroundings,  where  you  can  sit  back,  and  enjoy  feeling  a 
book,  and  so  on.  But  it  wasn't  well  received,  needless  to  say. 

I  am  not  even  sure  I  was  right.  But  it  seemed  kind  of  exciting. 

Let  me  try  a  concrete  example,  too,  of  how  your  program  might 
enhance  telecommunications.  We  have  a  network,  an  existing  one 
now  at  Johns  Hopkins  University  up  in  Baltimore,  Maryland,  and 
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one  in  George  Mason  in  northern  Virginia.  I  think  they  tap  into 
some  of  the  Federal  agencies.  I  think  it  is  part  of  this  Internet. 

Mr.  SuGRUE.  Most  likely  they  are  connected  to  Internet. 

Mr.  MoRAN.  So  is  that  the  kind  of  thing  where  you  would  facili- 
tate tapping  into  another,  for  example,  and  into  the  Library  of 
Congress  and  other  Federal  agencies,  such  as  HHS — for  what  the 
Johns  Hopkins  School  of  Medicine  is  doing?  In  other  words,  you 
would  be  expanding  an  existing  network  by  integrating  it  with 
major  agencies? 

Mr.  SuGRUE.  Yes.  That  would  be  a  good  example.  Because,  in 
terms  of  educational  application,  it  would  build  on  existing  infra- 
structure. That  is,  it  wouldn't  be  a  proposal  to  build  a  separate  net- 
work and  it  would  utilize  other  investments  and  facilities  the  Fed- 
eral Government,  the  State  governments  and  the  private  sector 
have  made  in  information  and  telecommunications  in  extending 
that  capability  to  other  schools  or  to  K  to  12  schools  in  the  area. 

Again,  you  wouldn't  build  a  separate  network  for  K  through  12. 
It  would  be  done  most  likely  the  way  the  California  proposal  is  out- 
lined, for  example.  It  might  be  a  connection  from  Virginia's  K  to  12 
schools  into  a  Virginia  State  system  run  by  the  universities  and 
tend  to  be,  for  obvious  reasons,  more  sophisticated  right  now  in 
their  use  of  telecommunications.  It  will  then  serve  as  a  gateway  to 
the  Internet,  which  would  serve  as  an  entry  to  Federal  agencies,  or 
the  Library  of  Congress,  that  would  build  on  one  network  to  an- 
other, which  is  the  beauty  of  telecommunications  networking. 

The  reason  we  can  pick  up  a  phone  and  reach  literally  billions  of 
phones  around  the  globe  just  by  dialing;  it  is  the  hierarchy  of  net- 
works. 

Mr.  MoRAN.  And  eventually  you  want  to  integrate  all  these  net- 
works? 

Mr.  SuGRUE.  Not  integrate  in  the  sense  of  making  them  one  net- 
work. 

Mr.  MoRAN.  But  give  them  access. 

Mr.  SuGRUE.  Control  and  direction,  that  is  right. 

Mr.  Taylor.  Would  the  gentleman  yield?  This  could  be  helpful  to 
our  legislative  branch  subcommittee,  and  I  am  working  on  the  Li- 
brary of  Congress  request.  I  see  enormous  benefits.  What  is  trou- 
bling me  is,  wouldn't  it  be  better  to  come  to  us  with  a  plan  and  a 
price  tag  and  then  have  Congress  fund  it,  rather  than  have  us 
throw  $70  million  out  on  the  table  and  say,  let's  see  what  you  can  do 
with  it? 

It  may  take  many  millions  more  to  do.  It  may  be  that  you  start 
with  a  pilot  program,  and  then  I  would  want  to  have  a  say,  certain- 
ly, in  where  the  pilot  program  was,  so  that  we  could  get  a  good 
comprehensive  sampling. 

That  is  what  is  troubling  me.  We  are  sort  of  putting  the  $70  mil- 
lion out.  And  I  see  what  you  are  saying,  sir. 

Mr.  MoRAN.  I  think  this  is  a  useful  colloquy,  but  if  they  don't 
have  the  feeling  of  use  or  lose,  if  they  can  say  this  money  is  avail- 
able for  both  the  private  and  the  public  sector,  universities  and  so 
on,  to  apply  for  these  funds;  and  see  what  comes  in,  see  what  the 
entities  out  there  are  willing  to  do,  and  as  long  as  they  don't  feel 
any  necessity  to  dump  the  money,  just  to  get  it  spent  so  that  they 
won't  be  cut  the  following  year,  that  may  be  the  best  chance. 
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They  don't  have  such  control  of  it  that  they  can  determine  what 
grants  are  going  to  come  in,  but  if  it  is  too  small  an  amount,  a  lot 
of  organizations  aren't  going  to  bother  with  it.  But  we  probably 
have  to  offer  some  kind  of  an  incentive  to  see  what  types  of  initia- 
tives might  be  out  there. 

Mr.  SuGRUE.  Yes.  If  I  could  just  add  one  concern  we  have,  Mr. 
Taylor,  and  it  goes  to  some  of  the  concerns  you  have  about  govern- 
ment deciding  that  this  is  what  the  infrastructure  will  be. 

We  are  sitting  here  in  Washington;  and  I  am  the  Deputy  Admin- 
istrator, and  I  Ibiow  what  the  infrastructure  should  be.  A  different 
approach  to  this  would  be  to  say  we  are  going  to  fund  this  particu- 
lar technology,  this  particular  interconnection,  and  here  it  is,  and 
it  will  cost  this  much;  it  is  going  to  be  2,700  miles  of  fiber-optic  con- 
nection, and  it  will  have,  10,000  personal  computers  and  so  forth, 
down  the  list. 

We  are,  at  least  under  our  division  of  this,  looking  to  the  user 
communities  who  in  this  case,  are  school  systems,  and  health  care 
providers.  We  are  aware  of  some  of  the  things  that  are  out  there; 
we  are  not  sitting  back  there  like  we  don't  know  what  is  going  on, 
but  we  want  to  allow  them  to  come  up  with  their  proposals,  be- 
cause it  is  not  just  one  technology. 

There  are  some  school  systems  out  there,  or  some  needs  out 
there,  that  are  better  answered  by  satellite  networks,  that  reach 
long  distances.  But  at  least  right  now  they  are  typically  one-way  in 
terms  of  the  video  services  they  deliver.  There  may  be  other  school 
systems  that  see  a  greater  need  for  computer  activity  for  things 
like  a  university  system  and  to  an  Internet.  We  are  letting  them 
decide  and  develop  the  proposals  in  connection,  tjrpically,  with  pri- 
vate sector  people,  like  Pacific  BeU  in  California,  as  to  how  best  to 
use  this  technology. 

We  are  also  developing  plans,  and  supporting  proposals  that  will 
be  a  major  part  of  the  initiative,  particularly  early  on,  as  I  think 
Mr.  Connors  mentioned  earlier. 

Mr.  MoRAN.  So  you  are  going  to  be  attempting  to  expand  exist- 
ing networks  where  there  are  not  networks  to  help  them  get  devel- 
oped, and  you  are  also  going  to  be  providing  money  for  the  develop- 
ment of  new  technologies.  It  is  not  just  using  existing,  but  you  will 
give  seed  money  to  try  to  develop  new  technologies? 

Mr.  SuGRUE.  Yes.  That  is  part  of  the  mission.  A  proposal  that 
came  in  said  we  think  either  a  new  technology,  or  perhaps  more 
even  likely  given  the  community  we  are  dealing  with,  a  new  appli- 
cation of  a  technology  that  has  been  developed  somewhere  else 
would  be  the  t)rpe  of  thing. 

Mr.  MoRAN.  Let  me  ask  a  little  about  the  base,  the  original  au- 
thorization. It  is  currently  the  existing  authorization,  public  tele- 
communications facilities. 

I  mentioned  at  the  supplemental  hearings,  I  am  a  little  con- 
cerned that  we  not  get  the  PTFP  program  and  say;  that  is  some- 
thing of  the  past;  that  was  the  1980s,  and  now  this  is  the  1990s,  a 
new  info  highway  in  public  telecommunications.  It  has  become  sort 
of  a  stepchild.  We  have  a  pretty  decent  public  television  network.  In 
Virginia  they  broadcast  what  happens  in  Richmond;  and  they  prob- 
ably do  that  everywhere.  They  do  it  in  North  Carolina  and  so  on. 
They  take  from  the  State  capital,  sort  of  their  ovsm  State  C-SPAN 
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service,  although  they  use  very  outdated  facilities  down  in  Rich- 
mond; you  know,  they  are  just  sort  of  stringing  together  what  they 
haye. 

But  with  the  existing  telecommunications  facilities,  are  they  going 
to  still  be  considered  a  priority  of  this  administration,  that  they  can 
continue  to  upgrade  their  equipment?  It  is  not  going  to  get  replaced 
by  the  Nil? 

I  see  you  are  nodding,  but  I  want  you  to  say  it  for  the  record, 
because  it  is  tough  to  show  that  on  the  record. 

Mr.  SuGRUE.  Right.  The  Public  Telecommunications  Facilities 
Program  for  the  first  time  since  FY  1981  has  been  included  by  the 
Administration  in  the  budget  submitted  to  Congress,  for  $20.6  mil- 
lion. 

What  our  proposal  allows  is  continuing  that  traditional  support 
function  for  the  Public  Broadcasting  System,  and  having  that 
would  indeed  enhance  it.  Rather  than  have  it  have  to  compete  with 
all  this  sexy  new  stuff,  the  new  agenda  will  have  its  own  pool  of 
funds  with  a  separate  appropriation.  Indeed,  it  would  enhance  the 
appropriation. 

Right  now,  of  the  approximately  $20  million  Congress  has  been 
giving  us  each  year  for  the  PTFP  program,  $4  million  has  gone  to 
infrastructure  projects.  Public  broadcasting  had  to  compete  with 
these  sorts  of  applications  because  both  uses  came  out  of  the  same 
pool. 

What  we  are  proposing  now  is  a  program  dedicated  just  to  public 
broadcasting;  and  a  separate  program  for  infrastructure  so  there 
will  no  longer  be  a  tradeoff. 

We  are  going  to  have  a  difficult  time.  We  have  $20  million  in 
funds  and  $77  million  worth  of  applications  before  us? 

Mr.  MoRAN.  The  public  telecommunications  improvement 

Mr.  SuGRUE.  For  a  combination  of  public  broadcasting  and  infra- 
structure, educational  infrastructure-related  projects.  It  is  clearly 
going  to  worthy  projects,  and  the  two  different  entities  having  to 
balance  it  is  very  difficult. 

In  any  event,  the  proposal  for  1994  and  beyond  is  to  have  a  sepa- 
rate appropriation  for  each  program.  I  think  that  does  reflect  the 
Administration's  commitment  to  the  Public  Broadcasting  System. 

The  previous  Administration's  view  was  that  the  program  really 
should  not  be  available  for  maintaining  or  upgrading  the  system.  It 
was  intended  to  provide  the  seed  money  to  get  it  going.  The  ration- 
ale for  zeroing  out  the  program  was  that  the  seed  money  had  done 
its  job. 

The  new  administration  does  not  share  that  view.  It  does  see  a 
need  for  providing  some  support  for  continuing  to  upgrade  and 
maintain  the  system. 

Mr.  MoRAN.  Well,  that  is  encouraging.  I  know  that  WNVC  in 
northern  Virginia  is  awfully  anxious  to  get  its  equipment  upgraded 
so  they  can  broadcast  the  State  Legislature  from  Richmond.  'That  is 
good.  I  am  sure  you  don't  know  about  the  progress  of  specific 
grants  like  that,  but  it  is  encouraging  to  know  that  you  have  taken 
that  tack. 

The  only  other  thing  that  I  wanted  to  ask  about,  and  it  is  still  a 
matter  of  conceptualizing.  In  addition  to  networks,  you  do  plan  to 
have  some  centers,  some  main  information  switching  stations,  if 
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you  will,  located  around  the  country?  I  mean,  is  that  part  of  the 
information  infrastructure,  that  you  would  help  build  up — well,  I 
guess  you  understand  better  than  I  do  what  I  am  getting  at,  but  I 
am  conceptualizing  that  they  can't  all  be  networks,  there  have  to 
be  some  sort  of  centers  of  data  gathering,  storage  and  then  dissemi- 
nation. 

Mr.  SuGRUE.  Right.  There  are  different  sorts  of  databases  that 
can  be  tapped  into.  There  are  different  libraries.  If  you  get  on  the 
Internet  now,  you  will  see  a  list  of  libraries  around  the  country. 

The  second  leg  of  the  three-part  Administration  program  in  the 
area  is  to  create  so-called  "applications,"  and  applications  includes 
the  types  of  things  you  are  talking  about. 

You  are  quite  right.  You  have  got  a  superhighway  running,  and 
there  is  nothing  at  the  other  end;  what  good  is  it?  One  of  the  spe- 
cific areas  identified  are  libraries  and  other  information  sources  in 
addition  to  education. 

Mr.  MoRAN.  You  wouldn't  use  the  Library  of  Congress;  you 
would  have  to  create  a  new  center.  You  are  not  planning  on  just 
tapping  in  and  having  the  Library  of  Congress  putting  in  every- 
thing  

Mr.  Connors.  You  can  get  the  database  now.  You  can  get  the 
bibliography  information  on  some  of  these  other  networks.  You  can 
go  to  those  networks  and  they  give  you  access  because  they  develop 
the  software  to  get  into  the  other  facilities.  That  is  how  it  is  work- 
ing. 

Mr.  SuGRUE.  But  you  can't  get  every  book  in  the  Library  of  Con- 
gress up  on  your  screen. 

Mr.  MoRAN.  Thank  you  very  much.  It  is  an  exciting  concept. 

Mr.  Chairman? 

Mr.  Smith  of  Iowa.  Well,  I  don't  know.  We  have  a  lot  of  ques- 
tions yet  I  think,  and  we  can't  answer  them  all  this  morning.  We 
may  need  to  have  you  back;  I  don't  know. 

Mr.  SuGRUE.   I  would  enjoy  coming  back. 

Mr.  Smith  of  Iowa.  There  is  a  lot  of  copper  out  there  that  needs 
to  be  replaced  with  fiber-optics,  to  start  with,  and  the  government 
is  not  going  to  do  that. 

Mr.  SuGRUE.  That  is  correct. 

Mr.  Smith  of  Iowa.  And  even  public  television  needs  to  get  on 
fiber-optics.  I  don't  know  where  we  are — I  haven't  read  that  Time 
Magazine  article. 

I  have  seen  these  stations,  the  equipment  is  $30,000  to  $150,000. 
That  doesn't  sound  like  a  whole  lot  compared  to  some  other  things. 
And  in  the  end,  from  the  way  I  have  been  told,  actually  the  use  is 
very  cheap.  You  know,  we  are  talking  about  $10,  $15,  $20  an 
hour — very  cheap. 

That  is  the  way  it  is  going  to  have  to  be  paid  for.  People  are 
going  to  have  to  rent  the  use  of  the  network.  Our  government 
agencies  are  going  to  have  to  pay  through  their  individual  budg- 
ets— like  the  IRS,  and  the  Defense  Department.  They  are  anxious 
to  get  on  line,  too — and  it  will  save  them  money.  It  will  save  them 
a  lot  of  money  because  they  can,  instead  of  transporting  people 
around  to  training  sessions,  they  can  have  one  central  place. 

I  know  in  Iowa  we  are  talking  about  hooking  the  60  armories  up. 
The  National  Guard  and  the  Reserve  cam  use  this  to  a  big  advan- 


867 

tage  for  the  training  sessions.  Once  they  are  hooked  on,  it  is  rela- 
tively cheap. 

Anyway,  I  think  there  are  a  lot  of  questions  to  be  answered  yet, 
and  maybe  after  you  have  had  your  proposal  before  the  authorizing 
committee,  maybe  we  can  get  a  little  better  look  at  this. 

Mr.  SuGRUE.  I  would  be  happy  to  provide  that,  to  come  back  for- 
mally or  informally.  It  is  a  new  program;  it  is  under  development. 
It  is  an  exciting  development. 

Mr.  Smith  of  Iowa.  Try  to  tell  us  exactly  what  you  can  do  that 
won't  be  done  if  this  Federal  money  isn't  spent. 

Mr.  SuGRUE.  We  will  focus  right  on  that.  Mr.  Chairman,  thank 
you. 

Mr.  MoRAN.  Mr.  Chairman,  would  you  ask  him  what  is  a  "giga- 
bit"? 

Mr.  SuGRUE.  A  billion  bits. 

Mr.  Connors.  Information  per  second. 

Mr.  MoRAN.  A  billion  bits  of  information  per  second  is  a  gigabit, 
and  that  is  what  we  are  going  to  be  working  with? 

Mr.  SuGRUE.  Right. 

I  don't  know  whether  that  will  be  a  gigabit  in  your  home  in  Al- 
exandria, Congressman.  But  if  you  want  that  virtual  reality  there, 
we  may  have  to  do  it. 

Mr.  Smith  of  Iowa.  Okay.  Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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NATIONAL  TELECOMMUNICATIONS 

AND 
INFORMATION  ADMINISTRATION 

QUESTIONS  FOR  THE  RECORD 
SUBMITTED  BY  CHAIRMAN  SMITH 


Investment  Proposal 

QUESTION: 

What  will  be  the  impact  on  your  ongoing  operations  should 
this  investment  package  not  be  funded? 

ANSWER: 

The  Administration  intends  to  work  closely  with  Congress  to 
ensure  that  the  President's  initiatives  in  the  areas  of 
Rebuilding  America,  Lifelong  Learning,  Rewarding  Work,  and 
Health  Care  are  approved  in  the  appropriations  process  this 
year.  We  realize  that  there  will  be  tremendous  pressure  on 
the  Appropriations  Committees  because  of  the  spending  caps, 
however  we  intend  to  work  with  the  Congress  in  every  way 
possible  to  accommodate  substantial  initiatives  in  areas 
like  education,  infrastructure,  research  and  development, 
and  job  training. 

As  part  of  the  Administration's  FY  1994  investment  package, 
NTIA  will  participate  in  two  ways:  1)  by  implementing  the 
National  Information  Infrastructure  grant  program;  and  2) 
by  conducting  related  initiatives  in  the  Salaries  and 
Expenses  appropriation.  Without  the  Nil  grant  program, 
educators,  health  care,  and  other  social  service  providers 
will  likely  not  participate  in  the  effective  development  of 
the  telecommunications  infrastructure,  which  could  affect 
the  delivery  of  health  care  and  educational  opportunities, 
particularly  in  rural  communities. 

Without  funding,  NTIA's  involvement  in  activities  relating 
to  NREN,  standards,  and  international  conference 
preparation  would  be  limited.  This  would  affect  the 
overall  support  provided  to  U.S.  industry  which  would  be 
detrimental  to  U.S.  global  competitiveness. 

Spectrum  Reallocation 

QUESTION: 

There  are  proposals  in  Congress  and  from  the  Administration 
that  require  NTIA  to  transfer  200  megahertz  (MHz)  of 
Federal-controlled  spectrum  to  the  FCC 

for  distribution  to  the  private  sector.  Which  Federal 
users  will  be  impacted  by  these  proposals? 

ANSWER: 
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ANSWER: 

Legislation  has  been  passed  by  the  House,  and  is  pending  in 
the  Senate,  that  would  require  the  Secretary  of  Commerce  to 
transfer  200  megahertz  (MHz)  of  Federal  spectrum  to  the  FCC 
for  subsequent  distribution  to  the  private  sector.  Under 
these  legislative  proposals  to  reallocate  Federal  spectrum, 
NTIA  must  analyze  current  frequency  assignments  and  develop 
a  plan  to  reallocate  the  spectrum  to  be  transferred. 
During  this  process  the  private  sector  will  be  actively 
consulted  and  involved  in  special  studies.  Until  the 
studies  are  completed,  it  is  not  clear  which  Federal  users 
will  be  impacted. 


QUESTION: 

You  are  requesting  an  increase  of  $400,000  for  the  spectrum 
plans  and  policies  activity  related  to  spectrum 
reallocation.  Part  of  this  funding  is  for  travel 
associated  with  convening  a  new  private  sector  advisory 
committee.  Under  the  pending  legislation,  what  is  the 
purpose  of  the  advisory  committee,  who  will  serve  on  the 
committee,  and  how  often  is  the  group  required  to  meet? 

ANSWER: 

The  $400,000  is  requested  to  convene  and  administer  the 
advisory  committee,  provide  for  special  spectrum  studies 
from  the  private  sector  involving  spectrum  planning  and  the 
200  MHz  transfer  activities,  and  provide  for  a  study  on 
designing  competitive  bidding  systems  for  assigning 
licenses. 

The  purpose  of  the  private  sector  advisory  committee, 
according  to  the  legislation  proposed  in  the  Senate,  is  to: 
(1)  review  and  obtain  public  comment  on  the  Federal 
government's  2  00  MHz  selection  contained  in  their 
preliminary  report  and  advise  the  Secretary  of  Commerce  on 
the  spectrum  that  should  be  included  in  the  final  report 
(two  years  after  enactment  of  the  Act) ;  (2)  obtain  public 
comment  on  the  Secretary's  final  report;  and  (3)  submit  a 
report  (three  years  after  enactment  of  the  Act)  to  the 
Congress,  the  FCC  and  the  Secretary  of  Commerce  containing 
recommendations  for  the  reform  of  the  process  of  allocating 
spectrum  between  the  Federal  and  non-Federal  use. 

According  to  the  legislation,  the  committee  is  to  meet 
monthly  for  approximately  three  years.  The  committee  is  to 
be  composed  of  representatives  from  manufacturers  of 
spectrum-dependent  telecommunications  equipments, 
commercial  carriers,  users  of  the  spectrum  (radio  and 
television  broadcast  licensees,  State  and  local  public 
safety  agencies,  amateur  radio  licensees,  and  the  aviation 
industry)  and  other  interested  members  of  the  public  who 
are  knowledgeable  about  the  uses  of  the  spectrum.   The 
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Assistant  Secretary  of  Commerce  for  Communications  and 
Information,  the  Chairman  of  the  FCC,  and  one  other  Federal 
government  representative  as  designated  by  the  Secretary 
are  to  be  included  on  the  committee.  The  chairperson  will 
be  a  private  sector  member  of  the  committee. 


QUESTION: 

NTIA  plans  to  conduct  an  experimental  study  on  designing 
competitive  bidding  systems  for  assigning  spectrum 
licenses.  Is  this  study  required  under  the  proposed 
legislation?  Why  is  NTIA,  and  not  the  FCC,  responsible  for 
conducting  this  study? 

ANSWER: 

The  proposed  experimental  study  is  not  required  under 
pending  legislation.  However,  as  the  President's  principal 
advisor  on  telecommunications  policy  and  spectrum 
management,  the  proposed  study  would  provide  a  solid  basis 
for  NTIA  to  present  a  detailed  plan,  on  behalf  of  the 
Administration,  to  the  FCC  so  that  it  can  adopt  a 
competitive  bidding  regime  consistent  with  the 
Administration's  policy  goals. 

If  spectrum  competitive  bidding  legislation  is  passed,  as 
IS  supported  by  the  Administration,  the  FCC  will  have  to 
conduct  proceedings  to  implement  rules  by  which  such 
bidding  is  to  operate. 

QUESTION: 

What  are  the  international  implications  of  t:he  proposed 
spectrum  reallocation  from  NTIA  to  the  FCC? 

ANSWER: 

In  the  spectrum  reallocation  legislation.  Congress  finds 
that  the  scarcity  of  assignable  frequencies  for  licensing 
by  the  FCC  could  impede  the  development  and 
commercialization  of  new  telecommunications  products  and 
services,  limit  the  capacity  and  efficiency  of  the 
telecommunications  systems  in  the  U.S.,  and  adversely 
affect  the  productive  capacity  and  international 
competitiveness  of  the  U.S.  economy.  It  is  to  this  end 
that  the  legislation  directs  the  Federal  government  to 
transfer  200  MHz  to  the  FCC  for  distribution  to  the  private 
sector.  The  Administration  agrees  that  spectrum-based 
technologies  will  be  crucial  to  U.S.  competitiveness  in 
telecommunications,  and  supports  the  proposed  transfer  of 
spectrum  for  that  reason. 

Care  will  also  have  to  be  taken  in  the  selection  of  the  200 
MHz  relative  to  spectrum  use  internationally.  in  the 
selection  of  the  200  MHz,  the  Federal  government  will  have 
to  consider  U.S.  obligations  or  treaties  with  the 
international   spectrum   community   to   insure   these 
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obligations  and  treaties  are  not  disregarded.  For  example, 
spectrum  that  is  used  for  air  traffic  control  worldwide  as 
agreed  to  by  the  United  States  could  not  be  part  of  the  200 
MHz  since  to  do  so  could  affect  safety-of-life. 

Clipper  Chip  Technology 
QUESTION: 

The  Committee  has  been  made  aware  recently  of  the 
development  of  the  "Clipper  Chip"  secure  telephone 
communications  technology.  I  understand  that  the  National 
Institute  of  Standards  and  Technology  (NIST)  was  involved 
in  the  development  of  this  technology,  but  did  your 
organization  have  a  role  in  the  Clipper  Chip  development? 

ANSWER: 

NTIA  did  not  have  a  role  in  the  development  of  the  "Clipper 
Chip."  The  "Clipper  Chip"  was  designed  by  engineers  at 
NIST  and  at  the  National  Security  Agency. 

QUESTION: 

Do  you  foresee  an  ongoing  role  for  NTIA  and  the  Department 
of  Commerce  in  the  implementation  of  the  Clipper  Chip 
secure  telephone  communications  initiative? 

ANSWER: 

The  Clipper  Chip  development  has  been  a  NIST 
responsibility.  However,  because  of  the  chip's  potential 
effects  on  the  markets  for  telecommunication  products  and 
services,  NTIA  plans  to  coordinate  closely  with  NIST  in 
monitoring  the  chip's  acceptance  by  users  and  the  effects 
of  its  use  on  the  delivery  of  telecommunications  to 
American  businesses  and  residences.  The  Administration  is 
currently  reviewing  numerous  issues  dealing  with 
telecommunications  and  encryption:  security  and  privacy  of 
communications,  law  enforcement  and  national  security 
concerns,  and  the  effective  deployment  of  the  most  modern 
technology  in  our  telecommunications  infrastructure.  A 
comprehensive  policy  addressing  these  issues  is  to  be 
developed,  and  NTIA  will  be  participating  in  that  process. 

International  Telecommunications  Issues 

QUESTION: 

Part  of  your  requested  increase  —  $1.4  million  —  is  for 
enhancing  the  planning  for  and  participating  in 
international  conferences  and  negotiations  concerning 
telecommunications  policy,  standards,  and  regulations. 
What  would  be  the  impact  of  not  receiving  these  requested 
funds? 


872 


ANSWER: 

Currently,  NTIA  assigns  staff  to  prepare  for  the  various 
international  conferences  (radio,  standards,  and 
development)  on  an  ad  hoc  basis;  there  is  no  staff 
permanently  assigned  to  these  functions.  A  limited  number 
of  staff  are  experienced  in  conference  preparatory  work, 
and  they  carry  other  responsibilities  relating  to 
international  telecommunication  policy  development. 
Moreover,  the  number  of  such  conferences  is  increasing  as 
developments  in  telecommunications  technologies  create  a 
strong  demand  for  timely  international  actions  in  spectrum 
allocation,  standards,  and  regulatory  policy.  If  the 
requested  funds  were  not  available,  NTIA  would  be  forced  to 
reduce  the  overall  support  it  provides  U.S.  industry  in 
advocating  their  cause  at  international  meetings.  In  the 
future,  the  present  ad  hoc  approach  to  these  conferences 
will  not  be  adequate  to  identify  and  analyze  issues 
effectively,  determine  U.S.  positions  (and  fall-back 
positions) ,  and  build  the  relevant  domestic  and 
international  consensus  for  U.S.  positions. 

Also,  of  great  concern  is  the  lack  of  additional  trained 
staff  to  address  the  substantive  and  technical  issues 
arising  in  the  increasing  number  of  international 
telecommunications  fora  other  than  formal  conferences. 
NTIA  is  the  only  Executive  branch  agency  with  the  in-house 
technical  and  policy  expertise  to  participate  substantively 
in  these  meetings.  NTIA  currently  utilizes  the  same  staff 
for  many  of  these  meetings  as  it  does  for  the  international 
conference  work.  This  coverage  is  not  adequate  to  protect 
and  advance  U.S.  commercial  interests:  the  number  of 
different  substantive  areas  in  which  U.S.  representation  is 
needed  now  exceeds  NTIA's  current  staff  capacity,  and  the 
increase  in  the  number  of  conferences  themselves  will 
prevent  NTIA  from  using  conference-preparatory  staff  to 
cover  the  other  meetings  on  any  sort  of  regular  basis. 

The  impact  of  denying  additional  funding  will  have  a 
negative  impact  on  the  U.S.  private  sector  at  the  various 
conferences  convened  in  the  mid-  to  late  1990 's  (beginning 
with  the  1995  world  radio  conference) .  By  that  time,  the 
lack  of  in-depth  work  in  the  committees  and  in  the 
individual  foreign  countries  potentially  opposing  U.S. 
positions  will  surface  in  a  conference  in  which  the  United 
States  is  either  unable  to  muster  the  votes  it  needs  to 
advance  new,  U.S. -developed  technologies  or  is  forced  to 
acquire  those  votes  through  sacrifice  of  other  interests 
(diplomatic  and  commercial)  in  the  international  community. 

QUESTION: 

Is  there  a  particular  reason  this  is  experiencing  a 
significant  increase  for  FY  1994?  Are  additional 
international  meetings  being  planned? 
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ANSWER: 


In  the  past,  ITU  radio  and  standards  conferences  were 
scheduled  on  an  "as  needed"  basis;  the  pace  of 
technological  and  marketplace  developments  in 
telecommunications  was  significantly  slower  than  is  the 
case  now  and  issues  tended  to  arise  with  relatively  long 
lead  times.  Moreover,  in  a  number  of  areas  (e.g. . 
standards) ,  AT&T,  as  the  predominant  provider  of  many 
telecommunications  services,  was  in  a  position  to  take  a 
leading  role  in  developing  and  advocating  positions  for 
"the  U.S.  network." 

Now  the  situation  for  U.S.  policy-makers  and  industry  has 
changed  dramatically.  As  the  result  of  recent  ITU 
decisions,  international  conferences  will  be  held  every  two 
years.  Furthermore,  as  the  result  of  the  break-up  of  AT&T 
and  the  increasing  competition  in  almost  all 
telecommunications  markets,  there  is  no  single  U.S.  network 
and  no  single  member  of  the  U.S.  private  sector  that  can, 
or  should,  be  the  "champion"  for  U.S.  positions  in 
international  forums. 

Under  the  December  1992  restructuring  of  the  ITU,  world 
radio,  standards,  and  development  conferences  have  been 
scheduled  on  an  almost  continuous  basis:  radio  conferences 
every  two  years  beginning  in  late  1993;  standards 
conferences  every  four  years  beginning  in  early  1993;  and 
development  conferences  every  four  years  beginning  in  early 
1994.  Governing  body  conferences  (plenipotentiaries)  will 
also  be  held  every  four  years. 

Each  of  the  major  ITU  conferences  is  preceded  by  (1) 
meetings  establishing  the  conference  agenda  and  exploring 
the  upcoming  conference  issues  at  the  regional  level;  and 
(2)  multiple  study  group  meetings  in  which  technical  issues 
are  defined,  efforts  are  made  to  accommodate  multiple 
views,  and  positions  put  forward  by  different  countries. 
Both  categories  of  meetings  offer  critical  opportunities  to 
gain  acceptance  of  U.S.  positions  long  before  the  hotly 
contested  grounds  of  an  international  conference. 

Further  changes  are  expected  in  1994  as  a  result  of  the 
1993  decision  of  the  Organization  of  American  States  (OAS) 
to  upgrade  its  telecommunications  specific  subgroup,  CITEL; 
the  decision  to  alter  CITEL' s  structure  and  to  increase  its 
budget  is  to  be  ratified  in  mid-1993  by  the  OAS  Assembly. 
CITEL  is  the  most  significant  regional  organization  in  the 
Americas  addressing  spectrum  and  standards  issues,  and 
participation  in  its  activities  will  be  increasingly 
important  in  building  the  regional  support  needed  for  U.S. 
positions  at  international  conferences. 
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QUESTION: 

What  is  the  involvement  of  the  State  Department  in  these 
international  negotiations?  Will  the  State  Department 
contribute  funding  and/or  personnel  to  participate  in  these 
meetings? 

ANSWER: 

The  Department  of  State  participation  in  international 
negotiations  varies  with  the  form  of  negotiation  being 
conducted  and  the  forum  under  which  the  negotiations  are 
held.  For  major  ITU  conferences  and  negotiations, 
Department  of  State  personnel  lead  the  U.S.  delegations 
with  NTIA  providing  the  primary  U.S.  government  expertise. 
State  Department  usually  funds  the  travel  expenses  of  one 
NTIA  member  of  the  U.S.  delegation  to  these  major 
conferences . 

The  majority  of  NTIA's  international  resources  are  directed 
toward  activities  of  the  ITU  and  ancillary  multi-lateral 
organizations  with  jurisdiction  over  standards  and  radio 
spectrum  matters.  In  these  organizations,  NTIA's  role  is 
substantively  different  from  that  of  the  Department  of 
State  (and  the  FCC)  in  that  it  is  the  sole  manager  of  the 
government  spectrum  and  has  achieved  international 
prominence  with  respect  to  its  technical  standards 
activities.  Each  agency  has  different  statutory 
responsibilities  and  expertise,  therefore  coordination  is 
an  extremely  important  aspect  of  developing  U.S.  policy 
positions.  However,  the  actual  coordination  process  varies 
depending  on  the  nature  of  the  activity. 

NTIA  routinely  coordinates  with  the  FCC  and  with  State 
Department  through  regular  meetings  of  the  agency 
principals  and  deputies.  This  regular  coordination  extends 
to  any  and  all  issues  of  common  concern.  The  three 
agencies  also  have  a  clearly  established  procedure  for 
joint  development  of  U.S.  positions  relating  to  the 
international  satellite  organizations,  Intelsat  and 
Inmarsat. 

For  the  more  significant  activities,  the  coordination 
process  is  even  more  rigorous,  including 

the  IRAC,  which  provides  the  formal  coordination 
of  government  agency  interests 

—  national  committees,  including  both  government  and 
private  sector  interests,  focusing  on  standards  and 
radio  matters 

—  various  ad  hoc  groups  established  for  specific 
topics  and/or  to  prepare  for  specific  radio 
conferences,  including  formally  constituted  committees 
of  the  IRAC 
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—  delegation  meetings  in  preparation  for  every 
international  meetings,  including  the  ITU  conferences 
and  its  consultative  committees.  Irrespective  of 
which  agency  convenes  the  delegation,  the  other 
agencies  are  able  and  welcome  to  participate. 

In  the  development  area,  none  of  NTIA's  activities  are 
undertaken  in  isolation.  The  specific  support  work  in 
Eastern  Europe  is  funded  through  AID  funds  administered  by 
the  State  Department;  the  individual  missions  to  countries 
are  planned  by  the  three  agencies  (State,  NTIA  and  the  FCC) 
in  concert  and  staffed  from  the  agencies  and  the  private 
sector  in  accordance  with  the  topic  and  agency  expertise. 

QUESTION: 

How  is  NIST  involved  in  these  international  standards 
negotiations? 

ANSWER: 

While  NIST  is  generally  not  directly  involved  in  the 
international  negotiations  that  NTIA  undertakes  and  leads, 
NIST  personnel  do  participate  in  the  preparations  for  the 
negotiations  and  the  development  of  U.S.  positions  as 
appropriate. 


Public  Telecommunications  Facilities  Program 

QUESTION: 

For  the  first  time  in  many  years,  you  are  not  proposing  to 
eliminate  the  Public  Telecommunications  Facilities  (PTFP) 
Grant  Program.  How  will  the  proposed  Nil  initiative 
interact  with  the  "traditional"  PTFP  program? 

ANSWER: 

The  two  programs  are  distinct,  yet  complementary. 

The  PTFP  program  will  continue  to  ensure  that  the 
educational  and  cultural  benefits  of  public  broadcasting 
are  available  to  as  many  people  as  possible,  that  a  broad 
array  of  technologies  are  used  to  improve  the  effectiveness 
of  distance  learning,  that  minorities  and  women  have 
increased  access  and  control  of  public  telecommunications, 
and  that  blind  and  hearing- impaired  persons  participate 
more  fully  in  society  through  the  use  of 
telecommunications. 

The  Nil  program  is  a  key  part  of  an  overall  program  in  the 
technology  area  designed  to  ensure  that  the  United  States 
enters  the  next  century  ready  to  compete  in  the  global 
economy.  The  Federal  commitment  to  the  development  of  an 
information   infrastructure   will   provide   incentives 
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(directly  through  matching  grant  requirements  and 
indirectly  through  demonstrations  of  technology  and 
applications)  for  other  public  and  non-profit  institutions 
to  make  additional  investments  for  facilities  that 
complement  the  projects  funded  under  this  program. 

In  FY  1994,  NTIA  proposes  to  establish  the  Nil  program 
which  will  provide  states,  local  governments,  universities 
and  school  systems,  hospitals  and  other  health  care 
providers  with  the  financial  support  to  enable  them  to  take 
advantage  of  advanced  telecommunications  infrastructure 
technologies.  The  scope  of  this  program  will  include 
telecommunications  facilities  and  services,  such  as 
interactive  data,  voice,  and  video  telecommunications 
capabilities,  for  education,  health  care,  public 
information  (e.g.,  electronic  libraries),  and  other  social 
and  community  service  needs.  These  projects  will  take  full 
advantage  of  the  technical  advances  that  are  impacting 
network  designs,  equipment  configurations,  and  service 
options.  Substantial  system  growth  beyond  that  possible 
through  direct  Federal  investment  alone  will  result  through 
the  leveraging  of  Federal  funds. 

NTIA  proposes  an  initiative  that  would,  beginning  in  FY 
1994  and  extending  through  FY  1998,  invest  over  $600 
million  in  grant  award  projects  supporting  both  planning 
and  facilities  construction  or  acquisition.  NTIA  expects 
that  planning  projects  funded  will  lead  directly  to 
infrastructure  construction  applications.  The  planning 
will  include  the  development  of  engineering  studies  and 
completion  of  Federal  Communications  Commission 
applications  that  may  be  required  so  construction  of  the 
proposed  systems  can  promptly  begin  as  soon  as  funds  are 
available.  Infrastructure  construction  grants  should 
enable  schools,  hospitals,  libraries,  etc. ,  to  begin 
realizing  the  diverse  benefits  of  advanced 
telecommunications  technology.  Entities  already  utilizing 
telecommunications  will  achieve  interconnection  with 
similar  organizations  to  form  new  infrastructures.  "Last 
mile"  interconnections  with  already-existing  "backbone" 
systems  will  take  place  across  the  nation. 

QUESTION: 

What  is  the  current  nationwide  coverage  for  both  public 
radio  and  public  television? 

ANSWER: 

Public  television  signals  cover  approximately  236  million 
people  or  95  percent  of  the  U.S.  population;  approximately 
13  million  people  or  5  percent  of  the  population  do  not 
receive  a  public  television  signal. 

Public  radio  signals  cover  approximately  219  million  people 
or  88  percent  of  the  U.S.  population;  approximately  30 
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million  people  or  12  percent  of  the  population  do  not 
receive  a  public  radio  signal. 

QUESTION: 

Has  NTIA  developed  a  strategy  for  the  extension  of  public 
telecommunications  services  to  the  5  percent  of  the  country 
which  does  not  currently  receive  public  television  and 
radio  signals? 

ANSWER: 

NTIA  is  engaged  in  many  activities  to  encourage  the 
extension  of  public  telecommunications  services  to  the 
unserved  and  underserved  citizens  of  the  United  States. 
NTIA  conducted  a  coverage  study  in  1989  that  identified 
unserved  areas  of  the  country.  NTIA  annually  publishes  a 
notice  of  availability  of  funds  for  the  PTFP  program  in  the 
Federal  Register,  which  identifies  the  extension  of  public 
broadcasting  as  the  first  priority  of  the  program.  An 
announcement  of  funding  is  also  published  in  trade 
periodicals  for  public  broadcasters. 

NTIA  staff  provide  technical  assistance  to  prospective  and 
deferred  applicants  to  strengthen  first  service  proposals 
that  the  applicants  plan  to  submit  or  re-submit  to  NTIA. 
In  addition,  NTIA  staff  attend  public  broadcasting  forums 
across  the  country  to  provide  advice  and  assistance.  NTIA 
also  generates  a  list  of  prospective  applicants  and 
annually  mails  application  packages  to  prospective 
applicants. 

In  1989,  NTIA  participated  on  a  public  radio  expansion  task 
force  with  participants  from  national  organizations  and 
public  radio  station  representatives.  The  task  force 
published  a  report  in  January  1990  which  identified  the 
needs  of  public  radio,  in  particular,  a  general  strategy 
for  the  extension  of  service.  NTIA  has  encouraged 
applications  that  address  the  public  radio  needs  outlined 
in  the  report. 

QUESTION : 

Are  there  any  plans  to  update  the  study  of  public  radio  and 
television  coverage  carried  out  by  NTIA  several  years  ago 
now  that  we  have  updated  Census  data?  What  would  be  the 
costs  of  conducting  such  a  study,  and  how  much  time  would 
it  take  to  implement  a  study  and  provide  us  with  the 
results? 

ANSWER: 

NTIA  does  not  presently  have  specific  plans  to  undertake  a 
formal  update  of  the  1989  coverage  study.  We  estimate  that 
the  cost  of  such  an  update  would  be  approximately  $400,000, 
and  the  study  would  take  about  12-15  months  to  complete. 
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However,  NTIA  is  attempting  to  address  the  need  for  current 
coverage  information  for  public  broadcasting.  For  example, 
based  on  PTFP  grants  awarded  since  1989,  NTIA  has 
informally  updated  the  population  figures  and  coverage 
areas  for  public  broadcasting.  Moreover,  if  individual 
public  radio  and  television  stations  wanted  to  obtain 
estimates  of  coverage  in  their  service  areas,  NTIA  would  be 
willing  to  work  with  them  to  generate  such  information. 
For  example,  if  the  stations  provided  the  necessary 
technical  data  fe.g. .  transmitter  and  antenna 
characteristics)  ,  NTIA's  research  laboratory,  the  Institute 
for  Telecommunication  Sciences,  could  provide  assistance  in 
developing  coverage  estimates. 

PEACESAT  and  other  PTFP  Grants 

QUESTION: 

How  much  of  the  funding  requested  for  PTFP  is  expected  to 
be  devoted  to  PEACESAT? 

ANSWER: 

The  Administration  has  requested  that  $400,000  of  the 
funding  requested  for  PTFP  in  FY  1994  be  devoted  to 
PEACESAT. 

QUESTION: 

Are  there  any  carryover  FY  1992  balances  for  PEACESAT 
available  in  FY  1993?  Do  you  anticipate  that  any  funds 
will  be  carried  over  into  1994? 

ANSWER: 

PEACESAT  has  a  FY  1992  carryover  balance  of  $692,971 
available  in  FY  1993.  These  funds  are  anticipated  to  be 
expended  in  FY  1993  to  pay  NASA  for  operating  the  GOES-3 
satellite  and  to  support  PEACESAT  operations.  No  funds  are 
expected  to  be  carried  over  into  FY  1994 . 

QUESTION: 

What  is  the  status  of  the  development  of  a  long-range  plan 
to  continue  the  operation  of  PEACESAT? 

ANSWER: 

NTIA  completed  a  study  of  long-range  satellite  alternatives 
for  PEACESAT  in  December  1992.  A  copy  of  this  report  is 
attached.  NTIA  has  begun  to  implement  several  of  the 
report's  recommendations  and  will  provide  a  report  to  the 
Congress  at  the  end  of  the  year. 
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Children's  Educational  Television 

QUESTION: 

You  are  proposing  to  continue  the  funding  for  the  Endowment 
for  Children's  Educational  Television.  What  is  the  status 
of  this  program? 

ANSWER: 

NTIA  published  a  notice  of  availability  of  funds  for  the 
Endowment  on  March  19,  1993.  Approximately  1,000 
application  packages  have  been  mailed  to  prospective 
applicants.  NTIA  will  award  the  first  Endowment  grants 
before  the  end  of  the  fiscal  year. 

QUESTION  a: 

How  many  grant  applications  have  been  received  and  what  is 
the  dollar  amount  of  these  applications? 

ANSWER  a: 

NTIA  has  received  295  Endowment  pre-applications  totalling 
$130  million  for  FY  1993  consideration.  The  deadline  for 
submitting  pre-applications  to  NTIA  was  May  5,  1993.  All 
applicants  must  submit  pre-applications.  The  deadline  for 
submitting  full  Applications  is  July  28,  1993. 

QUESTION: 

The  National  Endowment  for  Children's  Educational 
Television  (NECET)  is  to  be  overseen  by  a  ten-member 
Advisory  Council  on  Children's  Educational  Television,  to 
be  appointed  by  the  Secretary. 

QUESTION  a: 

Have  the  members  of  this  Advisory  Council  been  selected? 

ANSWER  a: 

In  September  1992,  the  Secretary  selected  ten  members  for 
the  Advisory  Council.  Council  members  are:  David  V.B. 
Britt — President  and  CEO,  Children's  Television  Workshop; 
LeVar  Burton — President,  Eagle  Nation  Films;  George  M. 
Fisher — Chairman  and  CEO,  Motorola  Corp.;  Althea  C.  Huston- 
-professor  of  human  development  and  Co-Director,  Center  for 
Research  on  the  Influences  of  Television,  University  of 
Kansas;  Karen  Wise  Jaffe — Executive  Director,  KIDSNET; 
Geraldine  Layborne,  President,  Nickelodeon;  George  H. 
McQuilkin — President  and  CEO,  Churchill  Films,  Inc.;  Terry 
L.  Rakolta — Director,  Americans  for  Responsible  Television; 
Fred  Rogers — President,  Family  Communications,  Inc.;  and 
Joe  Shapiro — Executive  Vice  President,  The  Walt  Disney  Co. 
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QUESTION  b: 

How  often  will  the  Advisory  Council  meet?  Does  this  group 
have  functions  other  than  the  administration  of  the  NECET? 

ANSWER  b: 

The  Advisory  Council  has  met  twice  —  September  1992  and 
January  1993.  NTIA  anticipates  that  another  meeting  will 
be  held  before  the  end  of  the  fiscal  year. 

The  Council,  as  an  advisory  body  for  the  Endowment,  makes 
recommendations  to  the  Secretary  on  issues  related  to  the 
Endowment  and  the  administration  of  the  program. 


881 

Request  to  0MB 


QUESTION: 


President's 

cms  R( 

xjuest 
million 

Request 

$23.9 

$21.9  million 

$0 

$20.6  million 

SO     . 

$1  million 

»0 

$51  million 

What  was  your  request  to  0MB  for  all  appropriations 
accounts,  what  items  did  OMB  eliminate  from  your  request, 
and  what  will  be  impact  of  these  reductions  on  NTIA's 
operations  in  FY  [1993]  1994?  Please  provide  details  for 
the  record. 

ANSWER: 


Salaries  and  Expenses 

Public  Teleconmunications  Facilities, 
Planning  and  Construction 

Endowment  for  Children's  Educational 
Television 

National  Information  Infrastructure 

Included  in  the  OMB  request  was  an  adjustment  to  base  of 
$427,000  to  fund  the  FY  1994  pay  raise.  However,  in  an 
effort  to  reduce  overall  government  spending,  the 
Administration  has  proposed  that  Federal  employees  forego 
the  FY  1994  pay  raise  and  the  adjustment  to  base  was  denied 
by  OMB.  Also  included  in  the  OMB  request  was  $1.6  million 
to  enhance  NTIA's  research  efforts  in  intelligent  network 
and  universal  personal  communications.  Subsequent  to  the 
submission  of  the  NTIA  budget  to  OMB,  the  Administration 
proposed  the  National  Information  Infrastructure  (Nil) 
program.  One  part  of  the  Nil,  which  will  be  administered 
by  NTIA,  will  provide  grants  to  assist  states,  local 
governments,  universities  and  school  systems,  hospitals  and 
other  health  care  providers,  and  other  entities  to  purchase 
equipment  and  undertake  the  planning  needed  to  ensure  the 
effective  development  of  the  telecommunications 
infrastructure . 

Administrative  Savings/Other  S&E  Issues 

QUESTION: 

How  is  NTIA  impacted  by  the  President's  executive  orders  on 
administrative  savings  and  reductions  of  Federal  positions? 

ANSWER: 

The  FTE  reductions  for  Commerce  were  taken  through  a 
combination  of  actions  including  eliminating  unneeded  FTE 
due  to  completion  of  the  1990  Census,  reducing  PTO  FTE 
based  on  revised  requirements,  eliminating  FTE  no  longer 
required  for  reimbursable  programs,  and  eliminating  FTE 
associated  with  program  reductions.  The  balance  of  the  FTE 
were  taken  out  as  across-the-board  cuts  in  areas  not 
included  in  the  President's  investment  programs.  NTIA  was 
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one  of  the  bureaus  included  in  the  President's  investment 
program,  so  it  was  exempted  from  both  the  administrative 
savings  and  FTE  reductions  for  FY  1994  with  one  exception. 
The  PTFP  program  took  a  $91,000  reduction  in  FY  1994  for 
limits  on  grant  overhead.  Therefore,  there  is  no 
significant  impact  as  a  result  of  the  President's  Executive 
Orders  on  NTIA  in  FY  1994. 

QUESTION: 

You  are  including  in  your  request,  as  an  adjustment  to  base 
item,  $593,000  for  "continuation  of  the  1993  operating 
level"  as  approved  by  Congress.  Could  you  be  more  specific 
about  this  requirement?  What  object  classifications  are 
included  in  this  amount? 

ANSWER: 

The  FY  1993  President's  budget  requested  $893  thousand  for 
adjustments  to  base.  The  FY  1993  appropriation  approved  by 
Congress  of  $17.9  million  allowed  only  $300  thousand  in 
adjustments  to  base  of  the  $893  thousand  in  adjustments  to 
base  requested.  The  FY  1993  appropriations  bill  included 
language  enabling  the  Secretary  of  Commerce  to  transfer 
funds,  under  specific  conditions,  between  Commerce 
appropriations.  The  Secretary  authorized,  and  Congress 
approved,  a  transfer  of  $593  thousand  from  NTIA's  PTFPC 
appropriation  to  NTIA's  Salaries  and  Expenses  appropriation 
to  restore  the  President's  requested  FY  1993  base  program. 
The  adjustment  to  base  request  of  $593  thousand  in  the  FY 
1994  President's  budget  is  a  permanent  restoration  of  the 
transfer  authority  approved  in  FY  1993,  which  includes  the 
full  year  cost  of  FY  1992  and  FY  1993  pay  related 
increases. 

Status  of  Authorization 

QUESTION: 

What  is  the  status  of  your  authorization  legislation  for  FY 
1994?  Other  than  the  proposals  discussed  earlier,  what 
significant  changes  do  you  anticipate  in  your  authorizing 
legislation? 

ANSWER: 

The  authorization  for  the  Salaries  and  Expenses 
appropriation  expires  at  the  end  of  FY  1993.  NTIA  is 
currently  drafting  authorization  legislation  for  the 
Salaries  and  Expenses  appropriation  for  FY  1994  and  FY 
1995.  The  Public  Telecommunications  Facilities  Program  and 
the  Endowment  for  Children's  Television  are  authorized 
through  FY  1994.  NTIA  is  also  drafting  authorization 
legislation  for  the  National  Information  Infrastructure 
program. 


Thursday,  April  22,  1993. 
ECONOMIC  DEVELOPMENT  ADMINISTRATION 

WITNESSES 

CRAIG  M.  SMITH,  ACTING  ASSISTANT  SECRETARY  FOR  ECONOMIC  DE- 
VELOPMENT 

DAVID  L.  McILWAIN,  ACTING  DEPUTY  ASSISTANT  SECRETARY  FOR  PRO- 
GRAM OPERATIONS 

LEON  T.  DOUGLAS,  ACTING  DEPUTY  ASSISTANT  SECRETARY  FOR  PRO- 
GRAM SUPPORT 

JOSEPH  M.  LEVINE,  CHIEF  COUNSEL 

DAVID  F.  WITSCHI,  DIRECTOR,  ECONOMIC  ADJUSTMENT  DIVISION 

VINCE  GOODMAN,  BUDGET  OFFICER 

MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  Smith  of  Iowa.  The  second  item  we  will  consider  this  morn- 
ing is  the  fiscal  year  1994  request  for  the  Economic  Development 
Administration  within  the  Department  of  Commerce.  This  agency 
has  been  around  for  a  long  time,  so  we  are  pretty  well  acquainted 
with  the  history  of  it  and  what  has  happened  over  the  years.  I 
think  at  one  time  it  was  about  $750  million,  and  then  it  was  pro- 
posed to  be  eliminated.  We  got  down  to  what  we  thought  was  a 
minimum  program,  and  now  we  finally  have  a  proposal  to  continue 
the  program  instead  of  eliminate  it,  and  for  some  increase.  The 
total  FY  1994  request  is  $253,301,000,  including:  $223,150,000  for 
the  Economic  development  assistance  programs  (program  grants), 
an  increase  of  $6,150,000  over  the  amounts  appropriated  for  FY 
1993;  and  $30,151,000  for  the  Salaries  and  Expenses  account,  an  in- 
crease of  $3,033,000  above  the  amounts  originally  appropriated  in 
FY  1993. 

We  will  insert  the  justification  material  submitted^ in  support  of 
this  request  into  the  record  at  this  point. 

[The  justification  follows:] 
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Mr.  Smith  of  Iowa.  Testifjdng  today  on  beKalf  of  the  Economic 
Development  Administration  is  the  Acting  Assistant  Secretary  of 
Commerce  for  Economic  Development,  Craig  M.  Smith.  We  will 
insert  your  biographical  sketch  into  the  record  at  this  point,  and 
you  may  now  proceed  with  your  statement. 

[The  biographical  sketch  of  Mr.  Smith  follows:] 

Biographical  Sketch  of  Craig  M.  Smith,  Acting  Assistant  Secretary  for 

ElcoNOMic  Development 

Craig  M.  Smith,  a  charter  (1979)  career  member  of  the  Senior  Executive  Service, 
has  been  Acting  Assistant  Secretary  for  Economic  Development  since  January  1993. 

Mr.  Smith  began  his  career  in  the  Federal  Government  with  the  Economic  Devel- 
opment Administration  in  October  1973  as  Regional  Director  of  the  Denver  Regional 
Office.  In  May  of  1982,  he  vfas  appointed  the  Regional  Director  of  the  Philadelphia 
Regional  Office. 

In  April  1985,  Mr.  Smith  came  to  EDA  Headquarters  as  Director  of  the  Office  of 
Public  Works.  In  June  1986,  Mr.  Smith  became  Deputy  Assistant  Secretary  for  Man- 
agement Support.  In  July  1990,  he  assumed  the  position  of  Deputy  Director  for  Pro- 
gram Operations.  He  has  a  wide  range  of  experience  covering  all  facets  of  the  Eco- 
nomic Development  Administration  both  in  field  emd  headquarters  operations. 

From  1956  to  1959  he  was  employed  as  a  Financial  Analyst  with  the  Carborun- 
dum Company  in  Niagara  Falls,  New  York.  His  affiliation  with  economic  develop- 
ment began  in  1959  with  the  Arkansas  Industrial  Development  Commission  in 
Little  Rock,  Arkansas.  He  served  the  agency  until  June  1963  ending  his  tenure  as 
Senior  Administrator.  Mr.  Smith  was  active  in  private  business  in  Little  Rock  until 
1975,  when  he  joined  EDA. 

Mr.  Smith  is  author  of  the  publication,  "An  Industrial  History  of  Arkansas." 

He  is  a  graduate  of  Ridley  College,  St.  Catharines,  Ontario,  Canada,  and  received 
a  Bachelor  of  Science  Degree  from  the  University  of  Virginia.  He  attended  the  Uni- 
versity's Graduate  School  of  Business  for  one  year.  Military  service  was  with  the 
U.S.  Army  from  1952  to  1954.  He  is  married  to  the  former  Carolyn  Sue  Fullerton  of  Ft. 
.  Smith,  Arkansas,  and  has  two  children. 

INTRODUCTION 

Mr.  Smith  of  Iowa.  We  are  really  pressed  for  time;  we  don't  need 
to  go  over  the  history,  but  maybe  you  could  concentrate  orally  and 
briefly  on  what  you  propose  to  do  differently  than  what  has  been 
done  in  previous  years. 

Mr.  Craig  M.  Smith.  Mr.  Chairman,  my  remarks  have  been  sub- 
mitted for  the  record;  but  I  do  have  a  brief  statement. 

Mr.  Smith  of  Iowa.  All  right. 

Opening  Statement 

Mr.  Craig  M.  Smith.  My  name  is  Craig  Smith,  and  I  am  the 
Acting  Assistant  Secretary  for  Economic  Development. 

Mr.  Chairman  and  Members  of  the  subcommittee,  thank  you  for 
providing  me  the  opportunity  to  appear  today  to  discuss  the  1994 
budget  request  for  the  Economic  Development  Administration,  the 
first  such  request  in  12  years. 

As  a  career  Federal  employee  and  speaking  for  the  rest  of  the 
EDA,  let  me  say  that  we  are  very  excited  at  the  prospect  of  being 
an  integral  part  of  President  Clinton's  and  Secretary  Brown's  eco- 
nomic agenda. 

FY  1994  APPROPRIATION  REQUESTS 

For  fiscal  year  1994,  we  are  requesting  $30,151,000  for  salaries 
and  related  expenses.  This  level  of  funding  will  fully  support  355 
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full-time  employees,  including  49  economic  development  represent- 
atives. 

In  addition  to  salaries  and  related  expenses,  we  are  also  request- 
ing $223,150,000  to  provide  grants  for  public  works  and  develop- 
ment facilities  and  other  capacity-building  types  of  assistance,  such 
as  planning,  technical  assistance,  and  for  coordination  needed  to  al- 
leviate conditions  of  substantial  and  persistent  unemployment  and 
underemployment  in  economically-distressed  areas  and  regions  of 
this  country. 

To  facilitate  the  delivery  of  this  assistance,  EDA  is  proposing 
simplified  appropriations  language;  and,  most  importantly,  we  will 
be  submitting,  for  the  first  time  in  12  years,  reauthorizing  legisla- 
tion for  EDA. 

Lastly,  we  are  requesting  termination  of  the  Trade  Adjustment 
Assistance  Program.  Assistance  to  firms  and  industries  adversely 
impacted  by  imports  will  be  supplied  by  EDA's  traditional  techni- 
cal assistance,  research  and  information  programs.  This  effort  will 
be  further  augmented  by  other  Commerce  programs  such  as  NIST's 
Manufacturing  Technology  Centers,  Minority  Business  Develop- 
ment Centers  and  the  International  Trade  Administration's  district 
offices,  as  well  as  the  Small  Business  Development  Centers  admin- 
istered by  the  SBA. 

The  1994  S&E  request  of  $30,151,000  is  $3,033,000  greater  than 
the  fiscal  year  1993  enacted  appropriation,  and  $3  million  above 
the  fiscal  year  1994  base.  This  increase  will  fund  two  essential  ini- 
tiatives: staff  reinvigoration  and  ADP  mainframe  conversion  and 
software  enhancements. 

The  staff  reinvigoration  will  include  realignment  of  existing  EDA 
staff  to  strengthen  the  budget,  program  evaluation  and  manage- 
ment analysis  functions;  augmentation  of  regional  office  operating 
budgets  to  upgrade  post-approval,  impact  monitoring  and  evalua- 
tion; improve  coordination  with  local,  regional,  and  State  economic 
development  organizations;  and  strengthen  regional  strategies  to 
facilitate  the  uniform  application  of  Agency  policies. 

ADP  mainframe  conversion  and  software  enhancements  will 
allow  the  Agency  to  convert  to  a  more  efficient,  economical  system 
that  provides  management  the  timely  and  accurate  data  needed  to 
make  sound  investment  decisions.  Limited  funding  in  recent  years 
has  left  EDA's  main  information  systems  for  operational  planning 
and  control  and  fund  accounting  outdated,  slow  and  fragmented. 

The  $223,150,000  provided  for  EDA's  grant  programs  is 
$6,150,000  above  the  enacted  fiscal  year  1993  appropriation,  and 
$19,280,000  above  the  fiscal  year  1994  base.  These  investments  form 
the  basis  for  reviving  EDA's  leadership  role  in  developing  and  ad- 
vocating Federal  policy,  guidance  and  demonstration  activities  in 
the  field  of  economic  development  and  adjustment  assistance  pro- 
grams. While  new  resources  are  allocated  to  support  defense  ad- 
justment and  the  restoration  of  the  research  and  evaluation  pro- 
gram, the  traditional  EDA  programs  remain  effective  mechanisms 
for  addressing  economic  development  issues  through  partnerships 
between  business,  industry  and  government. 

The  resources  will  be  used  as  follows: 
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$135,385,000  for  Public  Works  to  provide  the  infrastructure  in- 
vestment needed  to  support  job  retention  and  creation  in  areas  ex- 
periencing high  unemployment; 

$52,075,000  for  Title  IX  programs,  including  $33,000,000  to  assist 
communities  nationwide  experiencing  Sudden  and  Severe  Econom- 
ic Dislocation  due  to  Defense  Department  actions,  and  $19,075,000 
for  the  basic  Title  IX  programs; 

$35,120,000  for  EDA's  traditional  capacity-building  programs,  in- 
cluding $24,770,000  to  continue  the  current  level  of  Planning,  and 
$10,420,000  for  Technical  Assistance,  including  an  increase  of 
$1,420,000  to  support  additional  local  development  strategies  and 
national  efforts  to  improve  information  dissemination  and  ex- 
change among  economic  development  practitioners;  and  $500,000  to 
restore  the  research  and  evaluation  program. 

Authorizing  legislation  for  EDA  will  be  included  in  the  fiscal 
year  1994  Commerce  legislative  package.  In  addition  to  the  requi- 
site extension,  the  reauthorization  will  include  minor  changes  to 
improve  the  Agency's  operations.  More  extensive  changes  are 
under  consideration  as  part  of  a  strategic  review  of  the  Agency 
being  conducted  with  the  Department.  We  will  keep  the  committee 
fully  informed  of  any  recommendations  for  further  legislative 
changes  or  operational  restructuring  coming  out  of  this  effort. 

The  objectives  of  this  effort  are  to  expand  EDA's  target  audience, 
simplify  applicant  eligibility,  accelerate  grant  processing,  and  im- 
prove the  timeliness  and  quality  of  assistance  to  our  customers. 

Mr.  Chairman,  that  concludes  my  remarks.  I  would  like  to  intro- 
duce the  gentlemen  I  have  with  me  today.  Mr.  Dave  Mcllwain  is 
the  Acting  Deputy  Assistant  Secretary  for  Program  Operations; 
Mr.  Leon  Douglas,  Acting  Deputy  Assistant  Secretary  for  Program 
Support;  Mr.  Joe  Levine,  Chief  Counsel;  Mr.  Dave  Witschi,  Director 
of  the  Economic  Adjustment  Division;  and  Mr.  Vince  Goodman, 
Budget  Officer. 

Thank  you,  sir. 

[The  prepared  statement  of  Mr.  Smith  follows:] 
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PREPARED  STATEMENT  BY  CRAIG  M.  SIVflTH 

ACTING  ASSISTANT  SECRETARY  FOR  ECONOIVDC  DEVELOPMENT 

BEFORE  THE  HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON 

THE  DEPARTMENTS  OF  COMMERCE,  JUSHCE,  STATE,  THE 

JUDICIARY  AND  RELATED  AGENCIES 

April  22,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  providing 
me  with  this  opportunity  to  appear  here  today  to  discuss  the  FY  1994  budget 
request  for  the  Economic  Development  Administration  (EDA),  the  first  such 
budget  request  in  12  years.  As  a  career,  federal  employee  and  speaking  for 
the  rest  of  EDA,  let  me  say  we're  very  excited  at  the  prospect  of  being  an 
integral  part  of  President  Clinton's  and  Secretary  Brown's  economic  agenda. 

FY  1994  APPROPRIATION  REQUEST 
For  F\'  1994,  we  are  requesting  $30,151  million  for  salaries  and  related 
expenses.  This  level  of  funding  will  fully  support  355  full-time  employees, 
including  49  Economic  Development  Representatives.  In  addition  to  salaries 
and  related  expenses,  we  are  also  requesting  $223,150  million  to  pro\ide 
grants  for  public  works  and  development  facilities,  and  other  capacity-building 
types  of  assistance  such  as  planning,  technical  assistance,  and  coordination 
which  are  needed  to  alleviate  conditions  of  substantial  and  persistent 
unemployment  and  underemployment  in  economically-distressed  areas  and 
regions.    To  facilitate  the  provision  of  this  assistance  and  to  accelerate  its 
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delivery  of  services,  EDA  is  prof>osing  to  simplify  the  appropriations  language; 

and  most  importantly,  we  will  be  submitting,  also  for  the  first  time  in  12 

years,    a    legislative    proposal    reauthorizing    the    Economic    Development 

Administration.       Lastly,    \*e    are    requesting    termination    of   the   Trade 

Adjustment  Assistance  Program.  Assistance  to  firms  and  industries  adversely 

impacted    by    imports    v^ill    be   merged    with    EDA's   traditional    technical 

assistance,  research,  and  information  programs  as  authorized  by  Title  III  of 

the  Public  Works  and  Economic  Development  Act  of  1965.  This  effort  will  be 

further  augmented  by  other  Commerce  programs  such  as  the  Manufacturing 

Technology  Centers,  the  Minority  Business  Development  Centers  and  the 

network  of  district  offices  of  the  International  Trade  Administration  as  well 

as   the   Small   Business   Development   Centers   administered   by   the  Small 

Business  Administration. 

SALARIES  AND  EXPENSES  (S&E) 

The  F\'  1994  S&E  request  of  $30,151  million  is  $3,033  million  greater  than  the 

F\'  1993  enacted  appropriation  and  $3,000  million  above  the  F\'  1994  Base. 

This  increase  will  fund  two  essential  initiatives:    1)  Staff  reinvigoration;  and 

2)  ADP  mainframe  conversion  and  software  enhancements. 
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STAFF  REINMGORATION 

Since  1982,  the  EDA  staff  structure  has  remained  basically  unchanged.  As  a 
result,  the  current  staff  alignment  no  longer  maximizes  the  utilization  of 
personnel  and  administrative  resources.  During  F\'  1994,  EDA  will  realign 
existing  staff  to  strengthen  its  budget,  program  evaluation,  and  management 
analyses.  These  changes  will  enable  EDA  to  focus  its  development  assistance 
programs  on  those  initiatives  that  ofTer  the  greatest  returns  on  federal 
investments.  To  achieve  this  objective,  EDA  is  requesting  an  increase  of  four 
(4)  FTEs  and  $1,250  million.  These  funds,  in  addition  to  staff,  will  be  used 
to  augment  regional  office  operating  budgets  to  achieve  a  more  acceptable 
frequency  of  post-approval  project  monitoring  and  evaluation  site  visits; 
improve  coordination  with  local,  regional,  and  state  economic  development 
organizations;  and  enhance  and  standardize  regional  strategies  to  facilitate  a 
uniform  application  of  Agency  policies  and  expectations  nationwide. 

ADP  C0NVERSI0N/\nGRAT10N 
During  the  last  12  years,  EDA's  automated  data  processing  and  management 
information    system    has    been    financially    limited    to   the    point    of   cost- 
ineffectiveness.   Prevailing  circumstances  only  allowed  for  the  maintenance  of 
software  developed  in  the  1970's  with  no  funding  to  capitalize  on  technological 
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alternatives.  The  result  is  that  today  EDA's  two  primary  information  systems, 

Operational  Planning  and  Control  and  Fund  Accounting,  do  not  have  the 
interrelationships  necessary  to  provide  timely,  accurate  data;  the  data  have 
become  fragmented,  requiring  extensive,  time-consuming  reconciliations.  The 
requested  increase  of  $1,750  million  will  enable  EDA  to  convert  to  a  more 
efficient,  economical  system  and  to  upgrade  its  now  obsolete 
software/hardware  capabilities,  thus  providing  management  with  data  essential 
to  make  sound  economic  investment  decisions.  These  changes  will  also 
increase  stafT  productivity  and  strengthen  EDA's  internal  control  system  by 
utilizing  current  technologies. 

ECONONOC  DEVELOPMENT  ASSISTANCE  PROGRAMS 
These  investments  form  the  basis  for  reviving  EDA's  leadership  role  in 
developing  and  advocating  "federal"  policy,  guidance,  and  demonstration 
activities  in  the  field  of  economic  development  and  adjustment  assistance 
programs.  Though  programmatically  dormant  for  the  past  12  years,  EDA  will 
now  actively  encourage  economic  development  that  maximizes  the  utilization 
of  the  Nation's  manpower  and  capital,  protects  the  environment,  and  alleviates 
adverse  conditions  resulting  from  technological  changes,  structural  decline, 
economic  dislocation,  and  long-term  deterioration.    To  achieve  these  goals. 
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EDA  is  requesting  $223,150  million  in  FY  1994  economic  assistance  funds;  this 

amounts  to  an  increase  of  $6,150  million  above  the  $217.0  million  enacted  in 
F\'  1993  and  $19,280  million  over  the  Fi'  1994  base.  In  addition  to  requesting 
new  funds  for  defense  economic  investment,  we  have  reallocated  resources  to 
reflect  better,  more  immediate  program  requirements.  The  F^'  1994  budget 
requests  a  restoration  of  $0.5  million  in  the  Research  and  Evaluation  program. 
These  limited  funds  will  enable  EDA  to  support  leading-edge  research  in 
support  of  the  overall  economic  mission  of  the  Department  of  Commerce  in 
the  areas  of  industrial  modernization,  sustainable  development  and  innovative 
infrastructure. 

CAPACITY  BUILDING  AND  INFRASTRUCTURE  DEVELOPMENT 
While  the  focus  is  on  the  future,  EDA's  traditional  programs  remain  effective 
mechanisms  for  addressing  economic  development  issues  for  promoting 
partnerships  between  business,  industry,  and  government.  During  FY  1994, 
EDA  will  assume  a  more  visible  and  stronger  advocacy  role  geared  towards 
empowering  communities,  areas,  and  states  to  take  the  lead  in  developing  the 
economic  development  tools  and  environment  which  encourage  private 
investment,  stimulate  entrepreneurship  and  enhance  competitiveness  and 
productivity.      These   capacity-building    programs   also   include   Technical 
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Assistance,  for  which  we  are  requesting  a  F\'  1994  budget  of  $10,420  million, 

an  increase  of  $1,420  million,  and  Planning,  which  has  a  level  request  of 
$24,770  million.  The  increase  in  Technical  Assistance  will  be  used  to  conduct, 
at  the  local  level,  feasibility  and  industry  studies,  natural  resource 
development,  and  export  promotion;  at  the  national  level,  the  technical 
assistance  increase  will  allow  for  information  dissemination  and  exchange 
among  elected  ofTicials  and  economic  development  practioners.  In  the  area  of 
Public  Works,  we  are  requesting  $135,385  million.  With  the  additional  $48.9 
million  in  Public  Works  funds  requested  in  the  FY  1993.  Stimulus 
Supplemental,  we  anticipate  awarding  a  greater  number  of  jobs-creating 
grants  this  spring  and  summer  which  would  otherwise  have  gone  unfunded 
until  FY  1994.  EDA  will  continue  to  provide  grants  for  infrastructure 
projects  that  foster  the  establishment  or  expansion  of  industrial  and 
commercial  businesses  providing  long-term  employment  to  unemployed  and 
underemployed  residents  of  communities  experiencing  high  unemployment, 
low  per  capita  income,  and  outmigration.  To  complement  the  Department's 
visionary  strategy  towards  competitiveness,  EDA  will  put  increased  emphasis 
on  projects  that  foster  expjorts,  entrepreneurship,  and  innovative  technology. 
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DEFENSE  ECONOMIC  INVESTMENT 

With  an  end  to  the  Cold  War,  the  United  States  must  economically  adjust  to 
expanded  competition  in  a  world  economy;  but,  as  importantly,  it  must 
alleviate  the  adverse  economic  impact  of  military  base  closures  and 
realignment  and  defense  contract  cancellations.  One  of  the  objectives  of  this 
Administration  is  to  move  these  defense-dependent  communities  into  more 
technologically-diverse  economies.  In  this  regard,  EDA  is  requesting  $33.0 
million  to  assist  communities  nationwide  experiencing  sudden  and  severe 
economic  dislocation  resulting  from  the  closure  or  realignment  of  military 
installations  or  the  loss  of  defense-related  contracts.  EDA  is  using  an 
aggressive,  proactive  two-part  strategy  to  assist  defense-impacted  communities. 
First,  EDA  provides  strategy  grants  to  enable  communities  to  determine  goals 
and  objectives  that  are  most  effective  and  compatible  with  their  self- 
determined  development  needs  and  potential.  Secondly,  EDA  will  provide 
implementation  grants  to  assist  these  communities  in  achieving  their  goal  of 
self-sustaining,  economic  stability.  We  will  continue  to  consult  closely  with  the 
Department  of  Defense's  Office  of  Exronomic  Adjustment  to  carry  out  this 
initiative.  These  funds  are  in  addition  to  the  $19,075  million  being  requested 
for  EDA's  regular  Economic  Adjustment  program. 
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AUTHORIZING  LEGISLATION 

In  closing,  I  would  like  to  state  that  included  in  the  FY  1994  Commerce 

legislative  package  will  be  an  EDA  reauthorization  proposal.    In  addition  to 

the  requisite  extension,  this  reauthorization  will  propose  several  minor  but 

essential  changes  necessary  to  improve  current  Agency  operations.      These 

changes   will   promote,   as   stated,   operational   efficiency;   however,   more 

substantive  changes  are  under  consideration  as  are  modifications  to  the 

relevant  Code  of  Federal  Regulations.     In  the  coming  month,  we  will  be 

working  closely  with  the  Department  to  undertake  a  strategic  review  of  our 

mission,    programs   and   organizational   structure   to  ensure  that   EDA   is 

effectively  and  efficiently  serving  the  economic  needs  of  the  nation.    We  will 

continue  to  keep  the  Committee  informed  of  any  legislative  changes  we  may 

propose  or  operational  recommendations  we  may  implement.   The  objectives 

of  these  initiatives  is  to  expand  EDA's  targeted  audience,  to  simplify  applicant 

eligibility,  and  to  accelerate  grant  processing. 

CONCLUSION 

Mr.  Chairman,  this  concludes  my  Prepared  Statement.    Before  we  address 

questions   from   the  Subcommittee,   I   would   like  to  introduce  the  staff 

accompanying  me  today:  David  Mcllwain,  Acting  Deputy  Assistant  Secretary 
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for  Program  Operations;  Leon  Douglas,  Acting  Deputy  Assistant  Secretary  for 

Program  Support;  Joe  Levine,  Chief  Counsel;   David  Witschi,   Director, 
Economic  Adjustment  Division;  and  Vince  Goodman,  Budget  Officer. 
Thank  you,  Mr.  Chairman. 
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AUTHORIZING  LEGISLATION 


Mr.  Smith  of  Iowa.  Now,  what  is  the  status  of  your  authoriza- 
tion? 

Mr.  Craig  M.  Smith.  The  authorization  is  being  reviewed  within 
the  Commerce  Department  at  the  present  time. 

Mr.  Smith  of  Iowa.  When  will  it  be  sent  up  to  the  authorizing 
committee? 

Mr.  Craig  M.  Smith.  The  requisite  reviews  are  taking  place  and 
as  soon  as  they  are  finished,  it  will  forward.  I  don't  know  the  exact 
date. 

Mr.  Smith  of  Iowa.  We  have  had  authorizing  legislation  pass  the 
House,  in  spite  of  the  fact  the  Administration  was  opposed  to  it 
over  a  number  of  these  years.  Therefore  we  have  not  been  able  to 
get  a  final  authorization.  It  looks  like  this  might  be  the  year  when 
we  can  finally  get  an  authorization.  So  the  questions  I  am  about  to 
ask  mean  more  than  they  have  in  previous  years. 

We  have  this  idea  about  areas  that  are  experiencing  high  unem- 
ployment getting  targeted  as  priorities.  It  is  a  pure  farce,  and  it 
has  been  all  these  years.  They  get  the  census  tract,  they  put  to- 
gether some  kind  of  a  meandering  line  here  and  say,  that  is  the 
area.  It  totally  ignores  normal  transportation  patterns. 

You  try  to  help  that  area,  and  it  may  be  that  the  people  who  are 
going  to  work  in  that  area  don't  actually  live  there.  It  just  doesn't 
work. 

Now,  are  you  proposing  to  do  anything  different  in  this  ^authoriz- 
ing legislation? 

Mr.  Craig  M.  Smith.  The  authorizing  legislation  we  have  right 
now  makes  only  minor  changes  in  terms  of  our  operations  and  does 
not  address  designated  areas. 

Mr.  Smith  of  Iowa.  This  has  been  one  of  the  biggest  shortcomings 
in  the  EDA  program,  one  reason  that  a  lot  of  people  really  don't 
support  it.  We  supported  EDA;  but  a  lot  of  people  look  at  it  and 
say,  look,  until  you  do  something  about  this,  it  is  really  not  going 
to  help  us  on  a  national  basis  to  develop  jobs  in  this  country.  You 
know  what  I  am  talking  about,  don't  you? 

Mr.  Craig  M.  Smith.  Yes,  sir. 

Mr.  Smith  of  Iowa.  Well,  I  hope  that  in  the  authorizing  legisla- 
tion that  you  make  some  proposals  that  recognize  the  shortcomings 
in  this  approach.  They  have  done  it  all  over  the  country.  I  mean,  it 
is  just  a  common  thing.  They  just  do  that  to  try  to  get  above  5.6 
percent  or  whatever  it  may  be.  By  the  time  they  get  the  thing  all 
together  and  you  get  your  application  in,  the  unemployment  has 
probably  changed  anyway. 

Mr.  Rogers? 

Mr.  Rogers.  How  would  you  then  propose  changes  to  target  your 
monies  to  the  distressed  areas? 

Mr.  Craig  M.  Smith.  At  the  present  time,  the  information  that 
we  used  is  based  on  unemployment  rates  as  supplied  to  us  by  the 
Department  of  Labor.  We  compare  an  areas  two-year  average  un- 
emplojnnent  rate  against  the  national  average.  I  would  really  have 
to  defer  the  question  at  this  point  and  supply  an  answer  for  you  at 
a  later  date. 

[The  information  follows:] 
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EDA  Designation 

For  EDA  designation,  an  area  must  meet  all  of  the  following  criteria: 

(a)  A  24-month  unemployment  rate  which  exceeds  the  national  rate  for  the  same 
j)eriod.  Data  is  provided  by  the  Department  of  Labor. 

(b)  Median  family  income  less  than  or  equal  to  $9,958.  This  is  the  latest  available 
median  family  income;  however,  it  is  emticipated  that  this  amount  will  increase  based 
on  data  derived  from  the  1990  Census. 

Census. 

(c)  Per  capita  emplojmient  loss  of  at  least  1.2  percentage  points  and  outmigration 
having  occurred  between  the  latest  two  decennial  census  periods,  1980  and  1990. 

ACCELERATING  GRANT  PROCESSING 

Mr.  Rogers.  You  indicate  on  page  4  of  your  justifications  that 
the  EDA  is  reviewing  both  the  authorizing  legislation  and  Federal 
regulations  pertaining  to  its  program.  You  plan  on  eliminating  or 
revising  over  half  the  rules  and  regulations,  thus  reducing  the 
burden  imposed  on  the  grant  applicants,  and,  hopefully,  accelerat- 
ing the  processing  of  grants. 

Can  you  tell  us  why  that  is  being  done? 

Mr.  Craig  M.  Smith.  Would  you  repeat  that  for  me,  sir? 

Mr.  Rogers.  Why  are  you  proposing  to  rewrite  the  rules  and  reg- 
ulations on  the  grant  process? 

Mr.  Craig  M.  Smith.  Joe,  our  legal  counsel. 

Mr.  Levine.  Mr.  Rogers,  my  name  is  Joe  Levine,  EDA  Chief 
Counsel.  Basically  nothing  has  changed  in  terms  of  the  rules  and 
regulations  since  1981.  We  feel  there  is  a  lot  of  excess  baggage  and 
changed  circumstances  that  could  be  vastly  improved  by  this  effort. 

Mr.  Rogers.  Well,  is  it  safe  to  say  that  you  want  to  cut  the  red 
tape  so  we  can  get  grants  approved  more  quickly? 

Mr.  Levine.  Absolutely. 

Mr.  Rogers.  So  you  are  going  to  cut  the  rules  and  regulations  in 
half? 

Mr.  Levine.  Well,  we  are  going  to  try. 

Mr.  Rogers.  So  as  to  speed  up  the  process? 

Mr.  Levine.  Absolutely. 

Mr.  Rogers.  How  long  does  it  currently  take  a  tjrpical  grant  ap- 
plication to  make  it  through  the  process  now? 

Mr.  Craig  M.  Smith.  It  usually  takes  about  six  months,  180  days. 

Mr.  Rogers.  What  do  you  hope  to  reduce  that  to? 

Mr.  Craig  M.  Smith.  At  this  time,  we  have  what  we  call  a  decen- 
tralization committee  working  very  diligently  on  that;  and  we  have 
also  designed  some  new  application  forms.  Lastly,  we  are  working 
with  the  Department  on  a  processing  review.  As  a  matter  of  fact, 
we  are  meeting  currently  on  that,  and  we  hope  to  cut  processing 
down  by  about  two  months. 

AUTHORIZING  LEGISLATION 

Mr.  Rogers.  Now,  who  is  now  putting  together  the  authorizing 
legislation  that  will  be  sent  up  to  the  Congress? 

Mr.  Levine.  Well,  the  authorizing  legislation  for  fiscal  year  1994 
is  basically  a  simple  reauthorization  bill  to  provide  us  authority  for 
the  following  year  and  the  decisions  on  fiscal  year  1995.  Proposed, 
entirely  new  major  amendments  to  the  statute,  I  think,  we  are 
waiting  for  a  new  Assistant  Secretary  and  other  policy  makers  to 
be  in  place. 
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Mr.  Rogers.  Do  you  anticipate  that  the  overhaul  will  take  place 
for  fiscal  1994  or  1995? 

Mr.  Levine.  1995. 

Mr.  Rogers.  So  for  1994  you  are  going  for  a  simple  reauthoriza- 
tion with  minimal  changes? 

Mr.  Craig  M.  Smith.  That  is  correct. 

Mr.  Rogers.  Is  that  what  you  have  in  mind? 

Mr.  Craig  M.  Smith.  That  is  correct. 

PUBUC  WORKS  FUNDING 

Mr.  Rogers.  You  requested  an  extra  $49  million  in  the  emergen- 
cy stimulus  package  for  the  Title  I  public  works  grant  program. 
But  in  your  1994  budget  request  that  program  is  cut  by  $12.1  mil- 
lion, over  8  percent.  Can  you  explain  why  that  is  so? 

Mr.  Goodman.  Yes,  sir.  That  cut  is  consistent  with  the  repro- 
gramming  that  was  partially  approved  in  January,  some  4  million 
dollars.  We  anticipate  additional  reprogramming  submissions  to 
the  Congress  consistent  with  Section  205  of  the  general  provisions 
of  the  1993  Appropriations  Act.  As  a  result,  the  1994  request  is  con- 
sistent with  the  1993  operating  level. 

So  where  it  shows  a  decrease  from  enacted  appropriation  to  re- 
quest, there  is  really  no  decrease,  except  for  a  minor  reallocation 
between  the  operating  level  in  1993,  and  that  which  we  are  propos- 
ing in  1994. 

Mr.  Rogers.  Well,  we  look  forward  to  seeing  the  new  authorizing 
legislation  that  will  be  sent  up,  and  we  thank  you  for  being  here. 

Mr.  Smith  of  Iowa.  Mr.  Mollohan. 

Mr.  Mollohan.  Well,  thank  you,  Mr.  Chairman.  I  would  just  like 
our  witness  to  speak  to  the  Economic  Development  Assistance  Pro- 
gram and  how  that  is  being  impacted  by  this  budget  request. 

Mr.  Craig  M.  Smith.  Could  you  rephrase  that? 

Mr.  Mollohan.  The  Economic  Development  Assistance  Program, 
you  are  asking  for  an  increase  of  $19.28  million? 

Mr.  Craig  M.  Smith.  Oh,  I  see,  yes.  Economic  Adjustment;  that 
is  the  Title  IX  Program. 

Mr.  Mollohan.  Right. 

Mr.  Craig  M.  Smith.  That  is  a  little  less  than  last  year.  Last 
year  it  was  $22  million. 

Mr.  Mollohan.  So  it  is  not  an  increase? 

Mr.  Craig  M.  Smith.  No,  sir. 

Mr.  Mollohan.  Why  is  it  experiencing  a  decrease? 

Mr.  Craig  M.  Smith.  It  is  an  internal  reallocation. 

Mr.  Mollohan.  What  programs  does  that  impact? 

Mr.  Craig  M.  Smith.  What  programs  does  it  impact? 

Mr.  Mollohan.  Yes,  sir. 

Give  me  an  example  of  where  that  money  will  be  allocated? 

Mr.  Craig  M.  Smith.  Sudden  and  Severe  Economic  Dislocation 
and  our  Long-Term  Economic  Deterioration  programs  through 
which  we  work  with  those  areas  that  experience  a  plant  closing  or 
a  sudden  loss  of  jobs. 

Also  we  work  in  those  areas  that  are  experiencing  long-term  de- 
terioration. We  use  these  programs  for  revolving  loan  funds  and 
other  tjrpes  of  projects  in  that  area. 
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COMPOSITION  OF  FY  1994  PROGRAM  REQUEST 

Mr.  MoLLOHAN.  Why  are  you  decreasing  the  Economic  Assist- 
ance Development  Program?  Do  you  see  a  decrease  in  the  need  for 
that  assistance? 

Mr.  Craig  M.  Smith.  No.  We  had  only  a  finite  amount  of  funds, 
and  we  had  to  do  a  little  internal  reallocation.  We  felt  that  the 
reallocation  would  not  adversely  impact  that  program. 

Mr.  MoLLOHAN.  Okay.  What  programs  experienced  an  increase 
in  funding? 

Mr.  Craig  M.  Smith.  In  the  Technical  Assistance  Program,  we 
gave  the  regional  offices  some  additional  funds  so  that  they  could 
work  with  the  local  communities  and  do  TA-type  studies;  and  we 
put  $500,000  into  Research. 

Mr.  Mollohan.  What  about  the  conversion  activity  in  EDA?  You 
are  asking  for  a  significant  increase  for  that  purpose. 

Mr.  Craig  M.  Smith.  $33  million,  yes,  sir. 

Mr.  Mollohan.  That  is  a  new  request,  is  it  not? 

Mr.  Craig  M.  Smith.  Yes,  it  is. 

Mr.  Mollohan.  Were  any  of  the  traditional  programs,  for  exam- 
ple, the  Economic  Development  Assistance  Program,  cut  in  order  to 
help  fund  the  conversion  activity? 

Mr.  Craig  M.  Smith.  No,  no,  sir.  Those  were  new  funds. 

Mr.  Mollohan.  Those  were  new  funds. 

Now,  If  I  understand  your  answers  in  response  correctly. 

Mr.  Craig  M.  Smith.  Go  ahead,  sir. 

REDUCING  grant  PROCESSING  TIME 

Mr.  Mollohan.  You  plan  to  shorten  your  application  process 
considerably,  is  that  correct? 

Mr.  Craig  M.  Smith.  Yes,  sir. 

Mr.  Mollohan.  Does  this  apply  to  all  EDA  grant  programs? 

Mr.  Craig  M.  Smith.  We  are  working  on  Public  Works  and  Eco- 
nomic Adjustment  at  the  moment,  first,  to  see  how  that  is  going  to 
work;  and  hopefully,  we  will  be  able  to  extend  it  to  other  programs. 

Mr.  Mollohan.  The  economic  adjustment,  is  that 

Mr.  Craig  M.  Smith.  That  is  the  Title  IX  funds  that  you  asked 
about,  the  Long-Term  Economic  Deterioration  program. 

Mr.  Mollohan.  This  is  the  fund  out  of  which,  a  project  in  West 
Virginia  would  apply  for  a  grant  in  order  to  promote  economic  de- 
velopment? 

Mr.  Craig  M.  Smith.  No,  sir.  That  would  come  out  of  our  regular 
Public  Works  program. 

Mr.  Mollohan.  That  is  out  of  the  public  works  fund? 

Mr.  Craig  M.  Smith,  Yes. 

Mr.  Mollohan.  What  is  the  average  application  time  for  appli- 
cants who  are  trying  to  get  money  out  of  the  public  works  fund? 

Mr.  Craig  M.  Smith.  Six  months,  180  days. 

Mr.  Mollohan.  Okay,  six  months  is  the  average  turnaround 
time? 

Mr.  Craig  M.  Smith.  Yes,  sir. 

Mr.  Mollohan.  So  that  means  that  for  pending  applications,  if 
the  average  has  been  six  months  in  the  past  and  we  are  waiting  12 
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months  to  get  applications  approved,  then  somebody,  someplace,  is 
getting  applications  turned  around  in  three  months? 

Mr.  Craig  M.  Smith.  Before  we  receive  an  application,  our  EDRs 
have  worked  with  the  community  in  developing  an  application  for 
a  viable  project. 

I  am  talking  about  the  six  months  average  from  the  time  of  re- 
ceipt of  that  project;  it  might  have  taken  longer  to  develop  that 
project. 

Mr.  MoLLOHAN.  I  am  talking  about  EDA  processing  of  applica- 
tions. 

Mr.  Craig  M.  Smith.  Yes. 

Mr.  MoLLOHAN.  Okay.  Well,  that  is  terrific  and  I  look  forward  to 
talking  with  you  about  the  time  frame  in  which  these  applications 
are  processed.  And  your  goal  is  four  months? 

Mr.  Craig  M.  Smith.  Four  months. 

Mr.  MoLLOHAN.  I  am  sure  you  are  serious  about  that,  and  that 
would  be  tremendous.  So  we  look  forward  to  working  with  you  in 
turning  these  things  around  in  a  four-month  period. 

Mr.  Craig  M.  Smith.  We  hope  to  go  to  approval  in  a  four-month 
period. 

Mr.  Mollohan.  Thank  you  very  much.  I  look  forward  to  working 
with  you. 

Thank  you,  Mr.  Chairman. 

ELIGIBILITY  AND  SELECTION  CRITERIA 

Mr.  Smith  of  Iowa.  Well,  I  think  that  is  obviously  good,  but  what 
I  was  referring  to  largely  is  what  happens  before  you  get  the  appli- 
cation. It  is  torture  trying  to  figure  out  what  kind  of  an  application 
and  what  kind  of  an  area  would  be  approved.  By  the  time  you  get 
through  with  it,  the  statistics  have  probably  changed  and  they  to- 
tally ignore  the  fact  that  in  some  instances,  where  the  people  who 
are  unemployed  would  normally  go  on  public  transportation  or 
whatever  transportation  is  available  to  them,  it  isn't  available  in 
that  area.  It  doesn't  make  any  sense. 

I  assume  you  will  still  give  primary  attention  to  try  to  help 
nonprofit  applicants  get  to  the  stage  where  they  can  get  other  fi- 
nancing-in  other  words,  the  planning,  and  getting  them  started.  I 
mean,  that  is  what  we  have  been  largely  doing  the  last  several 
years.  And  with  this  still  limited  amount  of  money,  that  will  have 
to  be  the  principal  focus,  won't  it? 

Mr.  Craig  M.  Smith.  Yes,  sir. 

Mr.  Smith  of  Iowa.  Because;  you  used  to  have  $750  million;  you 
could  do  a  lot  more  then.  But  since  you  don't  have  so  much  money, 
what  we  have  been  focusing  on  is  tr5n.ng  to  help  some  local  commu- 
nity or  some  local  development  group  get  to  the  point  where  they 
could  sell  bonds  or  do  whatever  it  may  be.  It  is  a  valuable  service, 
provided  we  can  get  there  faster  than  we  have  in  the  past  or  be  a 
little  more  practical  about  these  things  when  comparing  one  area 
to  another. 

Any  more  questions? 

Mr.  Mollohan.  No,  Mr.  Chairman. 

Mr.  Smith  of  Iowa.  Okay.  Thank  you  very  much. 

Mr.  Craig  M.  Smith.  Thank  you. 
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Mr.  Smith  of  Iowa.  After  the  authorizing  legislation  is  presented, 
we  may  have  a  number  of  questions  we  will  submit  to  you. 

Mr.  Goodman.  Thank  you,  sir. 

Mr.  Craig  M.  Smith.  Yes,  sir.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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QUESTIONS  FOR  THE  RECORD  FROM  CHAIRMAN  SMITH 

ECONOMIC  DEVELOPMENT  ADMINISTRATION 

Defense  Conversion  Assistance 


QUESTION: 

You  are  requesting  a  program  increase  of  $33  million  for 
economic  assistance  grants  to  assist  communities  impacted 
by  Department  of  Defense  base  closures  and  procurement 
reductions.  This  increase  is  requested  as  part  of  the 
investment  proposals  in  the  President's  Budget,  which 
includes  language  making  these  funds  available  only  upon 
enactment  of  a  budget  reconciliation  act  which  raises  the 
budget  caps  for  FY  1994. 


a. 


ANSWER: 


Since  you  have  already  received  similar  funds 
via  transfer  from  the  Department  of  Defense  in 
FY  1991  and  FY  1993,  why  is  this  request 
considered  an  investment  rather  than  a 
continuation  of  the  base  program? 

What  would  be  the  impact  on  your  ongoing  efforts 
in  the  area  of  defense  conversion  if  you  do  not 
receive  this  requested  increase? 


Although  the  defense  adjustment  funds  are  being 
spent  under  the  existing  Title  IX  (Sudden  and 
Severe  Economic  Dislocation)  mrogram,  the 
magnitude  of  defense  downsizing  warrants 
specific  emphasis  as  our  objective  will  be  to 
reinvest  the  Cold  War  industrial,  technological 
and  workforce  capabilities  into  our  effort  to 
make  the  nation  globally  competitive. 

Competition  among  projects  would  be  extremely 
intense  and  a  considerable  amount  of  community 
adjustment  needs  would  not  be  met.  Absence  of 
such  funds  would  also  negate  a  substantial 
portion  of  the  strategy  plans  now  being 
developed  as  the  Agency  would  be  unable  to 
provide  requisite  implementation  grants. 


QUESTION: 


You  have  received  a  total  of  $130  million  by  transfer  from 
the  Department  of  Defense  in  fiscal  years  1991  and  1993. 
What  amount  of  those  funds  have  been  committed  and 
obligated  to  date?  When  will  these  funds  expire? 

a.  Are  you  experiencing  any  difficulties  in 
coordinating  with  the  Defense  Department  on 
these  grants? 
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b.  Do  the  coordination  requirements  with  DOD  differ 
for  the  FY  1991  funds  and  the  FY  1993  funds? 

ANSWER: 

The  first  installment  of  $50  million  (appropriated  in  FY 
1991)  remains  available  until  expended.  The  second 
installment  of  $80  million  (appropriated  in  .  FY  1993) 
remains  available  until  September  30,  1994.  Of  the 
combined  amount  of  $130  million,  48  proposals  valued  at 
$67  million  have  been  invited  to  apply  for  grants,  of  which 
19  grants  totaling  $24  million  have  been  awarded. 

a.  EDA  and  DOD's  Office  of  Economic  Adjustment  work 
closely  together  at  both  the  field  and 
headquarters  levels  to  identify  and  develop 
proposals  for  base  reuse  and  community  economic 
adjustment. 

b.  The  first  installment  of  $50  million  from  DOD 
was  being  administered  through  a  Memorandum  of 
Agreement  (MOA)  between  EDA  and  DOD.  Because  of 
the  close  and  satisfactory  working  relationship 
between  the  two  agencies,  the  second  installment 
of  $80  million  was  transferred  without  an  MOA, 
The  original  MOA  was  mutually  terminated.  The 
only  change  in  project  development  and  approval 
procedures  is  that  DOD's  formal.  written 
concurrence  on  each  project  is  no  longer 
required. 


QUESTION: 


<i 


How  do  the  funds  you  are  requesting  under  the  investment 
proposals  for  defense  conversion  differ  from  the  amounts 
you  have  received  from  DOD — are  there  requirements 
associated  with  the  DOD  funds  that  will  not  apply  to  the 
funds  you  are  requesting  for  FY  1994? 

ANSWER: 

In  virtually  all  respects,  the  funds  being  requested  under 
the  investment  proposals  for  defense  conversion  will  be 
subject  to  the  same  programmatic  and  administrative 
requirements  that  apply  to  the  funds  transferred  to  EDA 
from  DOD. 

QUESTION: 

Do  you  know  if  the  Department  of  Defense  is  requesting  any 
additional  funds  for  economic  conversion  programs  in  its  FY 
1994  budget  request?  If  so,  what  steps  are  you  taking  to 
avoid  duplication  between  those  funds  and  your  program? 
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ANSWER: 

Department  of  Defense  is  requesting  funds  to  continue  the 
base  reuse  planning  functions  of  DOD's  Office  of  Economic 
Adjustment.  Although  EDA  Title  IX  funds  can  be  used  for 
base  reuse  planning,  EDA  will  continue  its  practice  of 
avoiding  duplicate  funding  of  activities  eligible  for  OEA 
assistance.  In  some  circumstances,  EDA  may  fund 
complementary  adjustment  planning  projects  that  deal  with 
the  balance  of  a  community  not  covered  by  an  OEA  funded 
base  reuse  plan. 

Trade  Adjustment  Assistance  Termination 

QUESTION: 

The  President's  Budget  requests  termination  of  the  Trade 
Adjustment  Assistance  program  which  provides  assistance  to 
firms  and  industries  adversely  impacted  by  imports.  Your 
statement  indicates  that  this  reduction  is  proposed  because 
other  programs  within  EDA  and  the  Commerce  Department 
(particularly  the  NIST  manufacturing  extension  program)  ,  as 
well  as  the  SBA  Small  Business  Development  Centers,  can 
provide  similar  assistance. 

a.  There  are  12  existing  Trade  Adjustment 
Assistance  Centers  (TAACs) .  Where  are  these 
located,  and  what  sort  of  planning  went  into 
determining  the  location  of  these  existing 
centers? 

ANSWER:  i 

Following  is  a  listing  showing  the  name  and  location  of  the 
12  existing  TAACs: 

NEW  ENGLAND  TAAC:        New  England  Trade  Adjustment 

Assistance  Center,  Inc. 
Boston,  MA 

NEW  YORK  STATE  TAAC:      State  University  of  New  York 

SUNY 
Binghamton,  NY 

NEW  JERSEY  TAAC:         New  Jersey  Economic 

Development  Authority 
Trenton,  NJ 

MID-ATLANTIC  TAAC:       MidAtlantic  Employers' 

Association 
Blue  Bell,  PA 

SOUTHEASTERN  TAAC:       Georgia  Institute  of 

Atlanta,  GA 
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GREAT  LAKES  TAAC:         University  of  Michigan 

Ann  Arbor,  MI 

MIDWEST  TAAC:  Applied  Strategies 

International 
Chicago,  IL 

MID-AMERICA  TAAC:        University  of  Missouri 

Columbia,  MO 

SOUTHWEST  TAAC:  University  of  Texas  at 

San  Antonio 
San  Antonio,  TX 

ROCKY  MOUNTAIN  TAAC:     University  of  Colorado 

Boulder,  CO 

NORTHWEST  TAAC:  Trade  Task  Group 

Seattle,  WA 

WESTERN  TAAC:  University  of  Southern 

California 
Los  Angeles,  CA 

The  Trade  Adjustment  Assistance  Centers  (TAACs)  were 
established  in  September  1978.  The  original  ten  TAAC 
service  areas  were  determined  by  a  detailed  analysis  of  the 
national  geographic  distribution  of  industries  which  were 
experiencing  import  impaction.  This  included  an  assessment 
of  the  location  of  previously  certified  firms  and  worker 
groups  certified  by  the  Department  of  Labor  under  the  Trade 
Act  of  1974.  V 

As  experience  was  gained  and  the  program  grew,  TAAC 
alignments  changed.  The  original  territory  of  the  Western 
TAAC  at  Los  Angeles  included  all  the  area  currently  the 
responsibility  of  the  Northwest  TAAC  located  in  Seattle, 
WA.  Also,  the  original  Mid-America  TAAC,  now  based  in 
Columbia,  MO,  included  much  of  the  area  currently  serviced 
by  the  Rocky  Mountain  TAAC  in  Boulder,  CO. 

Further  experience  warranted  the  creation  of  the  Great 
Lakes  TAAC  at  Ann  Arbor,  MI  and  transferred  the  servicing 
of  the  states  of  Michigan,  Ohio,  and  Indiana  from  the 
Midwest  TAAC  in  Chicago,  IL.  The  last  change  in  June  1989 
consolidated  service  for  the  state  of  New  York  from  two 
TAACs  to  one. 

QUESTION: 

I  am  certain  that  many  Members  of  the  Subcommittee  have 
been  (or  will  be)  visited  by  representatives  of  the  Trade 
Adjustment  Assistance  program  who  will  argue  that  the  TAACs 
provide  a  unique  service  that  will  not  be  covered  by  other 
Federal  assistance  delivery  systems.  How  do  you  respond  to 
that  argument? 
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ANSWER: 


The  decision  not  to  request  funding  in  the  FY  1994  budget 
for  the  Department  of  Commerce's  TAAC  was  made  with  a  great 
deal  of  concern  for  the  impact  on  firms  and  individuals. 
The  President's  Budget  included  funding  for  a  wide  variety 
of  business  assistance  programs,  and  we  believe  affected 
firms  can  get  the  assistance  they  need  through  these 
programs.  In  particular.  Commerce's  expanded  Manufacturing 
Technology  Centers  program  and  its  47  Minority  Business 
Development  Centers  are  well  suited  to  provide  the  needed 
assistance.  Additionally,  these  firms  can  receive 
assistance  through  the  programs  offered  by  the  hundreds  of 
Small  Business  Development  Centers  supported  by  the  Small 
Business  Administration.  In  short,  the  President's  Budget 
provides,  and  in  many  cases  increases,  funding  for 
assistance  to  businesses  in  every  State. 

QUESTION: 

Within  your  Salaries  and  Expenses  account,  you  are 
transferring  15  positions  and  $793,000  from  the  Trade 
Adjustment  Assistance  line  to  a  new  program  for  Special 
Impact  Assistance. 

a.  What  have  the  responsibilities  of  the  trade 
adjustment  assistance  staff  been? 

b.  What  will  be  the  responsibilities  og  the  special 
impact  assistance  staff,  and  hov^  have  these 
types  of  activities  been  handled  in  the  past? 

c.  Are  all  of  these  positions  located  at  EDA 
headquarters? 

d.  Will  any  employees  be  adversely  impacted  by 
these  changes? 

ANSWER: 

a.  Approximately  50  percent  of  the  TAA  staff  is 
devoted  to  certification.  Certification  is  the 
process  whereby  a  firm  petitions  for  eligibility 
to  be  certified  as  having  been  adversely 
affected  in  terms  of  sales  or  production  and 
employment  by  increasing  imports  of  competitive 
products.  TAA  staff  is  responsible  for 
investigating  and  analyzing  such  petitions. 
Remaining  TAA  staff  is  responsible  for  providing 
technical  assistance  which  includes  reviewing 
economic  recovery  plans  (adjustment  proposals) 
of  previously  certified  firms  and  the 
administration  of  industry  assistance.  Industry 
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assistance  is  geared  towards  problems  and/or 
opportunities  in  technological  innovations, 
management,  export  production,  etc.  on  an 
industry-wide  basis. 

b.  Responsibilities  of  the  Special  Impact 
Assistance  Division  will  be  the  coordination  of 
overall  economic  development  assistance  in  areas 
of  disaster,  defense  economic  conversion,  and 
other  industry  adjustment  assistance. 
Previously,  these  responsibilities  were  carried 
out  on  an  individual  program  basis,  i.e. 
Planning,  Public  Works,  Economic  Adjustment, 
etc. 

c.  All  15  positions  will  be  located  in  EDA 
headquarters . 

d.  EDA  does  not  anticipate  the  issuance  of  any 
adverse  personnel  actions  as  a  result  of  this 
proposal. 


Environmental  Protection 


QUESTION: 


Your  budget  justification  (page  EDA-2)  refers  to  supporting 
development  that,  while  making  the  best  possible  use  of 
manpower  and  capital,  protects  the  environment  and 
conserves  our  natural  resources.  Is  this  environmental 
emphasis  a  new  focus  for  EDA? 

ANSWER:  * 

No.  Since  the  inception  of  the  National  Environmental 
Policy  Act  (NEPA)  ,  EDA  has  had  an  ongoing  program  that 
requires  a  review  of  program  activities  to  ensure  a  proper 
balance  between  the  goals  of  economic  development  and 
conservation  of  natural  resources,  and  that  adverse 
environmental  impacts  are  mitigated  or  avoided  to  the 
extent  possible. 

QUESTION: 

Could  you  describe  for  us  some  examples  of  what  you  are 
doing  in  this  area?  What  level  of  resources  are  currently 
devoted  to  environmental  protection  and  resource 
conservation?  Are  you  providing  any  related  training  to 
your  regional  and  headquarters  staff? 

ANSWER: 

EDA's  environmental  program  has  continued  to  expand  to  meet 
the  steadily  increasing  environmental  requirements  from 
legislation  such  as  the  Comprehensive  Environmental 
Response,  Compensation  and  Liability  Act  (CERCLA)  and  the 


968 


Clean  Water  Act.  For  example,  in  1992  a  new  policy 
directive  was  formulated  to  address  the  issues  related  to 
hazardous  waste  liability  related  to  environmental  cleanups 
under  CERCLA.  Currently,  environmental  issues  related  to 
DOD  base  closures  and  the  timing  of  economic  development 
are  presenting  a  new  challenge  to  environmental  compliance 
in  accordance  with  the  NEPA  environmental  review  which 
often  takes  several  years  to  complete. 

Annually,  EDA  prepares  approximately  two  hundred  to  three 
hundred  environmental  assessments  (EAs)  in  accordance  with 
the  NEPA.  These  EAs  are  prepared  by  a  staff  of  five 
Regional  Environmental  Officers  (REOs) ,  along  with  the 
technical  and  policy  support  of  two  headquarters 
Environmental  Protection  Specialists. 

Formal  training  is  obtained  primarily  through  private 
contractors;  however,  there  is  frequent  contact  with  the 
Environmental  Protection  Agency  (EPA)  through  the 
headquarters  staff  liaison  efforts.  The  headquarters 
Senior  Environmental  Specialist  is  a  member  of  the  EPA 
Federal  Agency  Roundtable,  and  the  EPA  Civilian  Federal 
Agency  Task  Force.  The  Agency's  environmental  staff  meets 
in  an  annual  workshop  to  review  and  discuss  environmental 
policy  and  technical  issues  in  order  to  improve  the 
environmental  review  process.  The  REOs  disseminate  this 
information  to  the  regional  staff  in  periodic  regional 
workshops  and  meetings. 

FY  1992  EDA  research  funds  were  used  to  produce  a  "decision 
aid  to  assist  State  and  local  authorities  in  planning  and 
managing  urban,  suburban,  and  rural  growth  an^  development 
while  preserving  community  character."  'I'his  growth 
management  study  was  called  for  by  Title  III  of  the  Global 
Change  Research  Act  of  1990  which  directed  the  Secretary  of 
Commerce  to  carry  out  the  effort.  EDA  research  and 
technical  assistance  funds  were  also  used  in  FY  1992  to 
study  the  impacts  of  international  carbon  taxes  on  regional 
and  state  economies  and  to  fund  a  forum  exploring  the 
economic  development  opportunities  available  from  recycling 
and  environmental  technology. 

Research,  Evaluation  and  Demonstration  Program 

QUESTION: 

You  are  including  in  your  request  funding  for  the  research, 
evaluation  and  demonstration  program  under  the  EDA  program 
grants  account.  The  Committee  did  not  provide  funds  for 
this  purpose  for  FY  1993.  What  has  been  the  impact  of  this 
reduction  on  the  EDA  programs? 

ANSWER: 

with  funds  unavailable  for  research,  evaluation,  or 
demonstration  projects  in  FY  1993,  EDA  has  not  been  able  to 
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fund  new  studies  exploring  current  and  critical  topics 
vital  to  guiding  economic  development  strategies  for  the 
U.S.  For  example,  continuing  efforts  such  as  the  growth 
management  study  completed  in  October,  1992,  and  conducted 
in  response  to  Congressional  direction  contained  in  Title 
III  of  the  Global  Change  Research  Act  of  1990,  cannot  be 
undertaken. 

QUESTION: 

How  will  the  requested  $500,000  be  allocated  in  FY  1994? 
What  types  of  organizations  will  be  the  recipients  of  these 
research  grants? 

ANSWER: 

The  $500,000  allocation  requested  for  research,  evaluation, 
and  demonstration  will  be  spent  on  competitively  selected 
projects  recommended  by  a  panel  of  qualified  and 
experienced  economic  development  professionals.  Although 
there  are  few  eligibility  restrictions  for  this  program, 
projects  are  typically  undertaken  by  qualified  university 
researchers  and  knowledgeable,  non-profit  organizations 
with  years  of  experience  in  the  economic  development  field. 

QUESTION: 

Are  there  not  other  mechanisms  that  exist  within  EDA  or  in 
the  private  sector  for  conducting  this  type  of  research? 

ANSWER: 

There  are  no  other  programs  within  EDA  for  funding  this 
type  of  research,  and  there  are  limited  funds  available 
from  the  private  sector  to  support  this  work.  EDA 
leverages  other  funding  resources  whenever  possible,  but 
the  importance  of  having  EDA  funds  available  lies  in  the 
ability  to  pick  projects  of  vital  Agency  and  public 
concerns. 

QUESTION: 

One  example  of  a  research  project  mentioned  in  your  budget 
justifications  (page  EDA-6)  is  the  examination  of  defense 
base  closures  and  conversions,  and  the  creation  of  a  base- 
closure  database.  Will  this  duplicate  any  ongoing  efforts 
by  the  Defense  Department  or  other  Federal  agencies? 

a.  How  will  DOD  be  involved  in  this  effort? 

b.  How  will  the  resulting  database  be  used,  and 
will  have  access  to  the  information? 
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ANSWER: 


The  research  project  mentioned  on  page  EDA-6  was  a  proposal 
received  by  EDA  in  FY  1992  when  available  funds  had^blei 
fully  committed.  This  was  a  potential  project  that  had  the 
support  of  DOD  but  could  not  be  funded  in  FY  1993  as  no 

?^arrsimnlr  ""."  Ti'^""^^'  ^^  '^  "°^  ou"r  uUr standing 
^ivate  sources.  '"''"'^''^  '^  ''^'"^  ^""^^^  ^^°^ 

Interaction  with  NIST 
QUESTION: 

You  refer  in  your  justifications  (page  EDA-6)  to  EDA's 

economic  Sro^h'^^"  "synergism"  i,^tLen  ali  Commerce 
economic  growth  programs,  particularly  the  National 
Institute  of  Standards  and  Technology  (NIST) .  How  do  vou 
propose  to  accomplish  this  coordination,  and  wkat  resources 
do  you  plan  to  use  for  the  joint  EDA/NisT  proj^ects? 

ANSWER: 

2?ab!?shm;nt''oT'^^"^^^°"  ""^^^  ^^  accomplished  through  the 
establishment  of  an  interagency  task  force  at  the  Deputv 

S??t  Ht"'l^^'^^^''t'^^  ^^^^^-  ^"  objective  Of  this  task  force 
will  be  to  Identify  those  areas  where  the  Agencies  can 
coordinate  assistance  programs  i  e  in  Tho  V"^  ^ 
Manufacturing  Technolog'^y  Centers."" ' EDA  wm  "utTli^e 
AssI^ianV^nnraff.^^^"^^^^^  ^^^^^^  Works, '^eSil^I? 

Legislative  and  Regulatory  Review 
QUESTION: 

w???  Ti^'i  °^  ^°''''  ^^^^^^  justification  indicates  that  EDA 
will  be  reviewing  both  its  authorizing  legislation  and 

ha?rof  "r'""^-'?-"'  "'^^  ^^"^  ^'^^  anticipate  ?hatove"  o"- 
S^JL  5     existing  rules  and  regulations  can  either  be 

ul  tJf  °^^?f  ^^^"tially  modified.  Could  you  summarize  for 
c^nsSeri^g^irtifs  r^etiew^'^^  ^"^  regulations  you  are 

a.  Will  you  begin  this  review  in  FY  1993? 

b.  Tf  so,  do  you  expect  any  regulatory  changes  to 

ovS^^i"  ^^   ^-^^  ^^^^  "'^^^^  impact  grant  awards 
over  the  remainder  of  the  year? 


ANSWER: 


All  of  EDA' s  regulations,  found  at  Chapter  III  of  Title  l"? 
code  Of  Federal  Regulations,  are  presently  under  re v?ei 

on  F?  11^  ^w^H^'^-^^^^  ^^^^  ^^^i^^  ^ill  ^ave  any  impact 
on  FY  1993  awards  since  projects  likely  to  be  funded  this 
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year  are  already  well  into  the  processing  cycle. 

QUESTION: 

You  indicate  that,  as  a  result  of  this  review,  the  burden 
imposed  on  grant  applicants  will  be  reduced  and  grant 
processing  will  be  greatly  accelerated.  Do  you  have  any 
estimates  of  the  savings — in  both  funding  and  time — that 
will  result  from  this  review? 

ANSWER: 

Savings  from  efficiency  that  revised  grant  processing 
procedures  will  generate  are  estimated  to  exceed  $500 
thousand.  Our  objective  is  to  improve  processing  time  from 
an  average  of  six  months  down  to  four  months.  The  revised 
procedures  we  are  working  to  develop  should  also  result  in 
a  less  costly  process  for  the  applicant. 

QUESTION: 

What  is  the  status  of  your  review  of  authorizing 
legislation — when  will  the  Administration  be  submitting 
proposed  legislation  to  the  Congress? 

ANSWER: 

The  Administration's  proposed  authorizing  legislation  for 
FY  1994  should  be  submitted  to  Congress  within  the  next  few 
weeks.  While  we  anticipate  submitting  more  substantive 
revisions  in  the  future,  the  formulation  of  these  proposals 
awaits  the  appointment  of  a  new  Assistant  Secretary  for 
Economic  Development. 

QUESTION: 

Has  the  authorizing  committee  scheduled  any  hearings  on 
reauthorization  of  economic  development  programs?  Do  you 
have  any  idea  what  the  schedule  might  be  for  this 
legislation,  and  whether  the  authorizing  committee  will  be 
considering  any  major  changes  in  your  reauthorization  that 
is  not  being  addressed  in  the  Administration's  proposal? 

ANSWER: 

We  have  been  informally  advised  that  hearings  will  be 
conducted  during  the  month  of  May.  We  hope  that  the 
Administration's  proposal  will  be  submitted  in  time  for 
early  enactment  to  allow  for  full-year  implementation. 

Salaries  and  Expenses 

QUESTION: 

You  are  requesting  a  program  increase  of  $3  million  for 
your  Salaries  and  Expenses  appropriation.   According  to 
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your  statement,  these  increases  are  for  staff 
reinvigoration  and  automation  enhancements.  Your  statement 
mentions  a  staff  increase  of  four  FTE.  Will  these 
resources  be  assigned  to  headquarters  or  regional  offices? 
Please  provide  details,  if  necessary,  for  the  record. 

ANSWER: 

The  requested  increase  of  four  FTE  will  be  assigned  to  EDA 
headquarters.  Three  FTE  will  be  assigned  to  the  Budget 
Division  and  one  FTE  will  be  assigned  to  the  Operations, 
Review  and  Analysis  Division.  All  four  positions  will  be 
in  the  mid-level  grade  range,  GS-9/13. 

QUESTION: 

A  portion  of  your  requested  increase  under  S&E  is  devoted 
to  increasing  your  budget  staff  and  expanding  management 
and  program  analysis  capabilities.  You  mention  existing 
deficiencies  in  your  budget  formulation  and  execution 
functions. 

a.  What  are  these  existing  deficiencies,  and  how 
will  this  requested  increase  correct  those? 

b.  Have  these  deficiencies  been  identified  by  the 
Commerce  Inspector  General,  and  has  the  IG  been 
involved  in  your  proposals  to  correct  these? 


lUISWER: 


The  increase  of  three  FTE  in  the  Budget  Division 
will  have  responsibilities  in  "  day-to-day, 
technical  operations.  Such  expanded  structure 
will  allow  the  two  senior  budget  analysts  to 
devote  more  time  to  analyzing  budget  impact  and 
the  adequacy/ inadequacy  of  funding  allocations, 
both  in  headquarters  and  in  the  regions.  The 
Budget  Officer  will  focus  on  policy  development 
and  implementation. 

Existing  deficiencies  were  determined  by  the 
Budget  Officer  and  the  Deputy  Assistant 
Secretary    for    Program    Support.       The 
determinations  are  somewhat  self-evident  in  that 
three  employees  are  currently  responsible  for 
all  facets  of  financial  management  including 
direct  appropriations  and  the  maintenance  of  the 
Economic  Development  Revolving  Fund.  The  Office 
of  the  Inspector  General  was  not  involved  in 
these  determinations. 


QUESTION: 

How  does  your  proposed  increase  for  management  and  program 
analysis  functions  relate  to  the  Department's  request  under 
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General  Administration  for  expanded  Commerce-wide  program 
reviews? 

ANSWER: 

Increases  in  internal  EDA  management  and  program  analysis 
functions  will  be  ongoing  and  complement  similar  reviews 
which  may  be  undertaken  from  time-to-time  by  the 
Department. 

ADP  Upgrade 

QUESTION: 

You  have  requested  an  increase  of  $1,750,000  (as  part  of 
the  $3  million  under  S&E)  for  ADP  mainframe  conversion  and 
software  enhancements.  What  is  your  automation  system 
currently  used  for? 

ANSWER: 

The  EDA  automated  management  information  system  is  used  to 
track  the  processing,  approval  and  post-approval  monitoring 
of  EDA  applications  and  projects,  and  to  support  other  EDA 
activities,  both  program  and  administrative.  This  system 
includes  two  main  applications:  (1)  the  Operations  Planning 
and  Control  System  (OPCS)  which  is  the  main  project 
processing  and  tracking  system,  and  (2)  the  Fund  Accounting 
System  which  is  the  detailed  accounting  for  reservation, 
obligation  and  disbursement  of  funds  for  EDA  projects. 

In  addition,  EDA  has  a  number  of  smaller  automi^ted  systems. 
These  include:  (a)  the  Loan  Accounting  system  which 
provides  the  detailed  accounting  for  the  remaining 
portfolio  of  EDA  Public  Works  and  Business  Development 
loans;  (b)  a  system  containing  data  relating  to  population, 
unemployment  and  income  needed  to  make  the  determinations 
of  area  eligibility  for  EDA  assistance;  and  (c)  systems  for 
producing  bills  for  EDA  loan  and  other  accounts  receivable 
payments  and  for  providing  necessary  information  to  credit 
reporting  agencies  in  compliance  with  the  Federal  Credit 
Reporting  Act.  EDA  also  has  systems  based  on  its  own  Fund 
Accounting  system  which  provide  the  automated  record 
keeping  to  support  the  EDA  Accounting  Division  in  its 
reimbursable  work  on  behalf  of  several  smaller  Department 
of  Commerce  bureaus  for  their  grant  activities. 

Finally,  the  EDA  systems  provide  office  automation  support 
for  EDA  staff  in  headquarters  and  our  regional  and  EDR 
offices. 

QUESTION: 

How  will  this  system  integrate  with  the  Department's 
proposed  financial  management  system? 
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ANSWER: 


In  the  mainframe  conversion,  our  strategy  will  be  to  make 
minimal  changes  to  the  systems  which  will  potentially  be 
related  to  the  Department's  proposed  financial  management 
system.  This  will  be  mainly  in  the  area  of  the  fund 
accounting  systems.  We  will  assure,  as  part  of  the 
conversion,  that  the  data  and  or  functional  interchanges 
which  might  be  developed  in  the  Departmental  system  will  be 
in  a  condition  that  these  linkages  can  be  made  with  minimal 
future  costs  or  effort. 

QUESTION: 

Are  you  devoting  any  FY  1993  resources  to  this  computer 
upgrade?   If  so,  how  much  and  for  what  purpose? 

ANSWER: 

In  FY  1993,  only  staff  resources  will  be  used  in 
preparation  for  the  conversion  activity.  Mainly  during  FY 
1992,  our  Information  Systems  Division  carried  out  a 
preconversion  study  and  extensive  inventory  of  the  programs 
and  data  in  the  Agency.  This  information  h^^s  been  updated 
and  is  being  more  fully  documented  by  existing  staff  in 
order  to  minimize  costs  and  maximize  efficiency  in  the 
conversion  efforts.  In  addition,  senior  staff  throughout 
the  Agency  will  be  involved  in  policy,  management  and 
strategy  development  sessions  needed  to  assure  that  the 
converted  systems  meet  the  needs  of  workers  an^  managers  in 
the  Agency  in  a  modern  and  efficient  manner. 

QUESTION: 

Have  you  selected  a  contractor  for  this  automation  project? 
If  so,  what  company  has  been  selected?  If  not,  when  will 
you  go  out  with  a  request  for  proposals? 

ANSWER: 

No  contractor  has  been  selected  for  the  automation  project 
at  this  time.  Our  planning  activities,  which  have  begun, 
will  lead  to  the  development  of  needs  assessments, 
requirements  and  constraints  which  will  become  the  basis 
for  statements  of  work  and  requests  for  proposals  which  may 
be  issued  as  early  as  late  this  fiscal  year  (FY  1993)  for 
a  contract  (or  contracts)  to  be  awarded  in  FY  1994  with  the 
requested  funds.  As  a  part  of  this  effort,  we  are  working 
closely  with  the  Department's  Offices  of  Information 
Resources  Management  and  of  Procurement. 
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FY  1993  Proposed  EDA  Reorganization 
QUESTION: 

Earlier  this  year,  the  Commerce  Department  sent  up  a 
reorganization  proposal  to  the  Committee  which  made 
significant  changes  in  the  organization  of  EDA.  The 
Committee  received  a  number  of  comments  both  against  and  in 
favor  of  the  proposed  reorganization.  The  Committee 
decided  to  deny  the  reorganization  at  that  time,  preferring 
to  wait  until  the  new  Administration  came  in  and  reviewed 
EDA's  organizational  structure. 

a.  Has  such  a  review  taken  place,  and  does  the 
budget  proposal  reflect  similar  organizational 
changes? 

b.  How   is   management  working   to   address   the 
concerns   of   the   EDA   employee   union 
representatives  regarding  this  proposal? 

c.  Please  provide  for  the  record  a  detailed 
description  of  the  organizational  proposals 
included  in  this  request. 


ANSWER: 


As  of  April  28,  1993,  the  new  Administration  for 
EDA  was  not  in  place;  thus,  no  subsequent  review 
has  taken  place.  Once  a  new  Administration  is 
in  place  a  number  of  options  will  be 
considered. 

EDA  has  and  will  continue  to  involve  its  Union, 
AFGE  Local  3810,  in  any  personnel-related 
proposals.   In  addition,  EDA  will  inform  the 
Committee  in  advance  before  implementation  of 
any  proposed  organizational  changes. 

The  only  organizational  change  reflected  in  the 
FY  1994  Budget  is  the  functional  realignment  of 
the  Trade  Adjustment  Assistance  (TAA)  staff. 
Under  the  pending  request,  EDA  is  proposing  the 
termination  of  the  TAA  program;  however,  the 
existing  staff  would  be  reassigned  to  the 
Special   Impact   Assistance   Division. 
Responsibilities  of  this  new  division  will  be 
the  coordination  of  overall  economic  development 
assistance   in   areas   of   disaster,   defense 
economic   conversion,    and   other   industry 
adjustment  assistance. 
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QUESTION: 


What  is  the  status  of  the  awarding  of  fiscal  year  1993 
funds  for  University  Centers?  Will  any  new  Centers  receive 
funds  in  FY  1993?  Will  any  of  the  University  Centers 
funded  in  FY  1992  not  receive  funding  this  year? 

ANSWER: 

FY  1993  renewal  grants,  totalling  approximately  $2  million, 
have  been  approved  for  17  of  the  64  University  Centers. 
The  majority  of  the  University  Center  grants  are  due  for 
renewal  in  the  third  and  fourth  quarter  of  the  fiscal  year. 
EDA  does  not  expect  to  fund  any  new  University  Center  in  FY 
1993.  EDA  expects  that  all  64  University  Centers  funded  in 
FY  1992  will  be  refunded  in  FY  1993. 

QUESTION: 

How  was  the  funding  level  for  each  Center  determined? 

ANSWER: 

The  FY  1993  funding  level  for  each  University  Center  is 
approximately  two  percent  less  than  its  FY  1992  funding 
level.  The  FY  1993  appropriation  for  the  University  Center 
program  was  similarly  reduced  and  EDA  applied  the 
difference  equitably  consistent  with  Congressional  intent. 

QUESTION:  .^ 

Under  the  current  funding  structure  and  appropriation 
level,  what  is  the  maximum  amount  a  University  Center  can 
receive?  Will  the  funding  for  each  existing  center  change 
in  FY  1994? 

ANSWER: 

The  largest  FY  1993  University  Center  grant  will  be  for 
$239,625.  The  service  area  for  this  University  Center 
includes  Hawaii,  American  Samoa,  Guam,  the  Northern 
Marianna  Islands,  the  Republic  of  the  Marshall  Islands,  and 
the  Federated  States  of  Micronesia.  The  remaining  63 
University  Centers  will  receive  FY  1993  grants  of  either 
$102,425,  $107,325,  or  $122,025  based  on  its  prior-year 
funding  level. 

EDA  is  proposing  to  hold  an  open  competition  for  University 
Center  funding  during  FY  1994.  All  institutions  interested 
in  participating  in  the  University  Center  program  would  be 
required  to  compete  for  the  available  funding.  Under  such 
a  competition,  the  funding  levels  would  very  likely  change. 
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QUESTION: 

The  budget  request  for  the  entire  Department  of  Commerce 
indicates  an  effort  to  reduce  program  redundancies  wherever 
possible.  Are  the  existing  University  Centers  not 
redundant  to  other  EDA  technical  assistance  programs?  What 
unique  service  do  these  Centers  provide? 

ANSWER: 

The  University  Center  program  does  not  duplicate  other  EDA 
Technical  Assistance  programs.  A  major  objective  of  the 
University  Center  progreun  is  to  make  the  resources — 
faculty,  students,  libraries,  computers,  etc. — of  higher 
education  institutions  available  for  local  economic 
development.  Many  University  Centers  focus  their  programs 
on  assisting  units  of  local  governments  (including  economic 
development  districts)  and  nonprofit  organizations  in 
conducting  their  economic  development  programs. 

Economic  Development  Representatives 

QUESTION: 

The  Department  of  Commerce  Inspector  General  has  been  quite 
vocal  in  his  criticism  of  the  earmarking  in  bill  language 
for  Economic  Development  Representatives  (EDRs) .  I  note 
that  the  request  includes  funding  for  49  EDRs  but  deletes 
the  restrictive  bill  language  governing  where  those 
positions  are  to  be  located. 

a.  Have  you  developed  a  plan  for  shifting  these 
positions  geographically?   If  so,  please 
provide  a  summary  of  that  plan  for  the  record. 

b.  Will  there  be  any  adverse  impacts  associated 
with  shifting  these  EDR  positions? 


ANSWER: 


a.  No  plan  has  been  developed  for  geographically 
shifting  any  positions,  including  EDRs.  Removal 
of  the  EDR  language  is  being  proposed  merely  as 
a  matter  of  appropriation  languages 
simplification.  At  present,  the  only  EDR 
realignment  under  consideration  is  the  intra- 
state move  of  a  soon-to-be  vacant  position  in 
the  State  of  Missouri. 

b.  At  this  time,  we  do  not  anticipate  shifting 
any  EDR  positions. 


978 


QUESTION: 

Do  you  intend  to  maintain  the  national  EDRs  in  this  budget 
request? 

ANSWER: 

The  FY  1994  Budget  Submission  fully  maintains  the  two 
existing  National  EDRs  as  well  as  the  47  EDRs  located  in 
the  regions. 

Economic  Development  Revolving  Fund 

QUESTION: 

The  Committee  has  rescinded  funds  from  the  Economic 
Development  Revolving  Fund  for  the  past  several  years. 
What  has  been  the  impact  of  these  reductions? 

ANSWER: 

Because  of  the  ratio  between  assets  and  liabilities, 
including  contingencies,  previous  rescissions  had  no  impact 
on  the  liquidity  of  the  Economic  Development  Revolving 
Fund. 

QUESTION: 

What  is  the  contingent  liability  for  outstanding  EDA  loan 
guarantees,  and  what  are  the  unobligated  balances  expected 
to  be  in  the  fund  at  the  end  of  FY  1992?     K 

ANSWER: 

At  the  beginning  of  FY  1993,  the  contingent  liability  for 
EDA's  loan  guarantee  portfolio  was  $33,236  million.  At 
present,  the  Agency  projects  the  FY  1993  end-of-year 
unobligated  balance  in  the  Revolving  Fund  to  be 
$137,578  million;  this  amount  is  $3.0  million  greater  than 
the  FY  1992  unobligated,  end-of-year  balance  of  $134,578 
million.  At  present,  we  feel  these  unobligated  balances 
should  be  adequate  to  address  contingent  environmental 
cleanup  costs. 

QUESTION: 

The  Committee  did  not  provide  subsidy  funding  for  any  new 
loan  guarantees  in  FY  1993.  Have  the  funds  provided  for  FY 
1992  been  obligated  to  date?  Was  there  consideration  given 
during  your  planning  cycle  to  requesting  a  restoration  of 
loan  guarantees  for  EDA? 


979 


ANSWER: 

No  new  loan  guarantees  were  made  in  FY  1992.  Therefore, 
the  $800,000  appropriated  for  FY  1992  subsidies  did  not 
require  obligation  and  lapsed  at  the  end  of  FY  1992. 

Because  of  the  absence  of  an  Assistant  Secretary,  this 
issue  has  not  been  discussed.  Once  an  Assistant  Secretary 
is  on-board,  we  will  consider  it. 

Request  to  OHB 

QUESTION: 

What  was  your  initial  request  to  the  Department  for  all  EDA 
accounts,  what  was  the  Department's  request  to  OMB,  and 
what  items  were  eliminated  from  those  requests?  What  will 
be  the  impact  of  those  eliminations  on  the  ongoing  programs 
of  EDA? 

ANSWER: 

The  FY  1994  requests  to  the  Department  and  to  OMB  were  both 
$9.4  million.  These  requests  reflected  FY  1994  as  being 
the  second  year  of  the  perennial  proposal  to  eliminate  EDA. 
The  $9.4  million  was  intended  solely  for  the  salaries  and 
expenses  of  residual  EDA.  Because  of  this  approach,  no 
items  were  eliminated  but  rather  restored  by  OMB.  These 
restorations  are  reflected  in  the  FY  1994  request  to 
Congress. 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  TAYLOR 

University  Center  Program 

QUESTION: 

I  have  been  very  impressed  with  the  EDA  University  Center 
Program.  The  program:  (1)  fosters  economic  development; 
(2)  provides  technical  and  business  assistance  to  business 
and  industry;  and  (3)  expedites  technology  transfers.  The 
Centers  accomplish  these  objectives  by  mobilizing  the 
diverse  resources  of  our  nation's  higher  education  system 
as  well  as  the  resources  of  Federal,  state,  and  local 
agencies.  Various  private  organizations  also  contribute 
funds  to  the  program. 

The  Centers  identify  specific,  unique  economic  development 
needs  within  their  respective  states,  and  work  to  meet 
those  needs  through  various  forms  of  technical  assistance 
and  applied  research.  A  Center's  geographic  service  area 
often  encompasses  a  large  portion  of  the  state  or  the 
entire  state.  In  my  district.  Western  Carolina 
University's  EDA  University  Center  helped  organize  the 
Mountain  Commercial  Lending  Consortium — an  organization 
comprised  of  individual  banks  which  pledged  a  total  of  $1 
million  to  make  loans  to  small  businesses  that  cannot 
satisfy  conventional  underwriting. 

Federal  funding  for  the  EDA  University  Center  program  has 
not  been  extensive.  The  total  funding  requested  for  FY 
1994  is  $10.58  million,  $150,000  per  center  and  an 
additional  $500,000  to  institute  a  quality  evaluation 
program . 

Please  give  me  your  thoughts  on  the  program's 
accomplishments  and  how  this  increased  funding  could 
augment  the  EDA  University  Center  program. 

ANSWER: 

EDA  believes  that  many  University  Centers  are  making 
substantial  contributions  to  local  economic  development. 
However,  the  FY  1994  budget  request  for  the  University 
Center  program  is  $7.57  million,  not  $10.48  million.  The 
difference  of  $2.91  million  is  targeted  for  regular 
technical  assistance. 

EDA  is  proposing  holding  an  open  competition  for  University 
Center  funding  during  FY  1994.  All  institutions  interested 
in  participating  in  the  University  Center  program  would  be 
required  to  compete  for  the  available  funding.  Under  such 
a  competition,  the  funding  levels  would  very  likely  change. 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  ROGERS 

Cuts  in  Public  Works  Funding 

QUESTION: 

You  requested  an  additional  $49  million  in  the  emergency 
stimulus  package  for  Title  I  Public  Works  funding  for 
infrastructure  projects. 

However,  the  President's  FY  1994  budget  cuts  this  important 
program  by  $12.1  million,  over  8%. 

o    What  is  your  justification  for  cutting  this 

program  which  benefits  the  entire  country,  while 
requesting  an  additional  $33  million  for  defense 
conversion? 

o  Will  applicants  receiving  assistance  under  the 
defense  conversion  program  also  be 
eligible  for  this  Title  I  Public  Works  funding? 

ANSWER: 

The  difference  between  the  FY  1994  Public  Works  request  of 
$135,385  million  and  the  FY  1993  initially  enacted 
appropriation  of  $147,435  is  $12,050  million  or  8  percent. 
However,  the  difference  between  the  FY  1994  request  and  the 
FY  1993  operating  level  of  $136,585  million  is  only  $1,200 
million.  The  difference  between  the  initial  FY  1993 
appropriation  and  the  FY  1993  operating  level  is  $10,850 
million;  this  difference  resulted  from  the  application  of 
the  Secretary's  transfer  authority  as  authorized  in  Section 
2  05  of  the  FY  1993  Department  of  Commerce  Appropriations 
Act,  P.L.  102-395.  The  Act  authorized  the  Secretary  to 
transfer  up  to  5  percent  of  any  appropriation.  The  FY  1993 
difference  of  $10,850  million  represents  5  percent  of  the 
$217.0  million  appropriated  to  EDA  for  grant  assistance. 
Finally,  the  difference  between  the  FY  1993  operating  level 
of  $136,585  million  and  the  FY  1994  request  of  $135,385 
million  is  $1,200  million,  all  of  which  was  reallocated  to 
enhance  EDA's  regional  technical  assistance  capacity. 

Communities  receiving  assistance  under  the  defense 
conversion  program  are  also  eligible  for  assistance  under 
EDA's  regular  programs  including  Title  I  Public  Works 
funding  provided  that  such  communities  are  designated  as 
eligible  for  EDA  assistance  and  are  experiencing 
substantial  economic  distress. 

Defense  Conversion 

QUESTION: 

You  are  requesting  $33  million  for  economic  assistance 
grants  under  the  Title  9  Sudden  and  Severe  Economic 
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Dislocation  program  for  defense  conversion  as  part  of  the 
President's  "investment"  package  in  the  budget. 

Therefore,  in  order  for  this  Subcommittee  to  fund  this 
investment,  we  must  raise  the  spending  caps  set  forth  in 
the  1990  budget  aggreement,  thus  increasing  the  deficit. 

Or  this  subcommittee  must  make  cuts  in  other  programs — 
programs  which  under  the  President's  budget  are  already 
taking  a  cut,  such  as  the  Title  I  Public  Works 
infrastructure  grants. 

o  How  would  you  advise  this  Subcommittee  to  address 
this  problem? 

o  What  cuts  would  you  suggest  to  this  Subcommittee 
if  the  caps  are  not  raised,  in  order  to  fund  this 
investment?" 

ANSWER: 

The  Administration  intends  to  work  closely  with  the 
Congress  to  ensure  that  the  President's  initiatives  in  the 
areas  of  Rebuilding  America,  Lifelong  Learning,  Rewarding 
Work  and  Health  Care  are  approved  in  the  appropriations 
process  this  year.  We  realize  that  there  will  be 
tremendous  pressure  on  the  Appropriations  Committee  because 
of  the  spending  caps,  however  we  intend  to  work  with  the 
Congress  in  every  way  possible  to  accommodate  substantial 
initiatives  in  areas  like  education,  infrastructure, 
research  and  development  and  job  training. 


QUESTION: 


k 


This  $33  million  will  be  added  to  the  $130  million 
currently  available  to  the  Department  of  Defense 
appropriations  for  defense  conversion. 

o    What  can  these  funds  be  used  for? 

o  Is  there  any  difference  in  the  allowable  usage 
of  the  $33  million  you  are  requesting  in  FY  1994 
and  the  $130  million  that  has  been  transferred 
from  DOD? 

o  Are  additional  funds  being  requested  by  DOD  for 
defense  conversion? 

o  What  is  the  criteria  that  will  be  used  to 
determine  if  a  community's  economic  hardship  is 
specifically  due  to  defense  reductions? 

o  What  is  the  criteria  used  to  determine  if  a 
community  has  been  "indirectly"  impacted  by 
defense  reductions? 
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ANSWER: 

The  requested  $33  million  for  defense  conversion  may  be 
used  for  adjustment  strategy  planning  (not  duplicating 
Department  of  Defense  Office  of  Economic  Adjustment 
assistance)  and  projects  that  implement  such  adjustment 
strategies.  Implementation  projects  may  be  for  public 
works  construction,  training  (not  duplicating  Department  of 
Labor  assistance)  ,  technical  assistance,  and  revolving  loan 
funds.  The  EDA  defense  adjustment  assistance  may  be  used  to 
respond  to  base  closings,  defense  contract  reductions  or 
defense  related  Department  of  Energy  facility  cutbacks. 

In  virtually  all  respects,  the  funds  being  requested  under 
the  investment  proposals  for  defense  conversion  will  be 
subject  to  the  same  programmatic  and  administrative 
requirements  that  apply  to  the  funds  transferred  to  EDA 
from  DOD. 

The  Department  of  Defense  is  requesting  funds  to  continue 
the  base  reuse  planning  functions  of  DOD's  Office  of 
Economic  Adjustment.  Although  EDA  Title  IX  funds  can  be 
used  for  base  reuse  planning,  EDA  will  continue  its 
practice  of  avoiding  duplicate  funding  of  activities 
eligible  for  OEA  assistance.  In  some  circumstances,  EDA 
may  fund  adjustment  planning  projects  that  deal  with  the 
balance  of  a  community  not  covered  by  an  OEA  funded  base 
reuse  plan. 

The  criteria  for  determining  if  a  community  is  eligible  for 
Title  IX  SSED  defense  adjustment  assistance  is  set  out  in 
EDA's  Federal  Register  notice  of  availability  of  funds. 
Essentially,  the  criteria  is  a  measure  of  the  number  of 
jobs  lost  compared  to  the  size  and  relative  economic  health 
(unemployment  rate)  of  the  area's  employment  base.  Lost 
jobs  may  be  either  directly  related  to  a  defense  impact, 
e.g.,  the  jobs  lost  at  a  closed  military  base,  or  indirect 
job  loss  impacts,  e.g.,  actual  jobs  lost  in  service  and 
support  businesses  that  served  a  defense  installation. 

Changes  in  Eligibility  for  EDA 

QUESTION: 

On  page  57  of  your  budget  justifications,  you  are 
requesting  that  the  prohibition  against  dedesignating  areas 
as  eligible  for  EDA  funds,  which  has  been  carried  in  all 
appropriations  bills  since  1970. 

You  indicate  th^t  if  this  prohibition  were  lifted, 
approximately  1,200  economically  healthy  areas  will  no 
longer  be  eligible  for  EDA  assistance. 

o  What  is  the  criteria  you  are  using  to  determine 
ineligibility?  How  did  you  arrive  at  the  number 
1,200? 
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ANSWER: 


Redevelopment  areas  become  subject  to  dedesignation  when 
they  fail  to  meet  any  of  the  following  criteria: 

a)  A  24  month  unemployment  rate  which  exceeds  the 
national  rate  for  the  same  period. 

b)  Median  family  income  less  than  or  equal  to 
$9,958. 

c)  Per  capita  employment  loss  of  at  least  1.2 
percentage  points  and  outmigration  between  the 
latest  federal  census  period. 

The  exact  number  of  areas  eligible  for  dedesignation  as  of 
Dec.  31,  1992  is  1,176.  This  is  an  actual  count  of  the 
areas.   (Subject  to  change  each  quarter) 
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QUESTION  FOR  THE  RECORD  FROM  CONGRESSMAN  CARR 
Trade  Adjustment  Assistance 

QUESTION: 

The  Administration  has  eliminated  funding  for  the  Trade 
Adjustment  Assistance  program.  This  program  aids  small 
firms  who  have  been  impacted  by  imports.  I  understand  that 
other  programs  in  the  Department  of  Commerce  may  be  able  to 
do  the  work  that  the  TAA  program  now  provides.  What 
programs  in  EDA  might  provide  this  assistance?  In 
addition,  please  comment  on  discussions  that  would  fold  TAA 
into  the  Economic  Adjustment  Assistance  Program. 

ANSWER: 

We  believe  the  affected  firms  can  receive  the  essential 
assistance  they  need  from  programs  operated  by  other 
Department  of  Commerce  agencies  as  well  as  the  Small 
Business  Administration.  The  Department  is  proposing  to 
eliminate  the  Trade  Adjustment  Assistance  (TAA)  program 
because  it  is  more  cost  effective  to  carry  out  this 
activity  through  existing  Commerce  programs  which  provide 
comparable  services.  The  12  Trade  Adjustment  Assistance 
Centers  (TAACs)  are  too  small  a  network  to  stand  alone  and 
are  located  near  other  Commerce  facilities  which  can  assume 
TAAc  duties. 

Commerce  will  continue  to  provide  assistance  to  all 
manufacturing  firms  and  industries  seeking  assistance 
through  3  0  NIST  Manufacturing  Centers  (MTC^) ,  100  MBDA 
Business  Development  Centers  (BDCs) ,  67  ITA  district  and 
branch  offices  and  EDA's  Technical  Assistance  Program. 
Technical  assistance  is  also  available  through  the  Small 
Business  Administration's  750  Small  Business  Development 
Centers  (SBDCs) . 

To  be  eligible  for  TAA  assistance,  a  firm  must  submit  a 
petitition  for  Certification  of  Eligibilty  showing  injury. 
EDA  is  permitted  60  days  to  complete  processing.  Following 
EDA  certification,  the  firm  must  submit  an  acceptable 
adjustment  proposal  and  an  application  for  technical 
assistance.  Typically  this  takes  7.5  months.  Moreover, 
providing  assistance  under  TAA  can  be  a  time-consuming 
process. 

In  addition  to  providing  domestic  assistance,  the 
Department  has  an  extensive  outreach  program  to  assist 
manufacturing  firms  increase  export  sales.  In  FY  1992,  ITA 
began  providing  funding  to  assist  industry-specific 
organizations  establish  overseas  offices  through  the 
Consortia  of  American  Business  Programs.  Funding  for  this 
program  is  included  in  ITA's  FY  1994  budget  request.  In  FY 
199  3,  ITA  began  the  Market  Development  Cooper ator  Program 
which  provides  grants  to  trade  associations  to  develop 
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export  promotion  programs.  ITA  is  requesting  $2.5  million 
in  FY  1994  to  continue  this  program. 

Internal  EDA  discussions  have  not  focused  on  folding  the 
TAA  program  into  the  Economic  Adjustment  program.  These 
discussions  have  related  only  to  utilizing  the  experienced 
trade  adjustment  staff  to  work  on  adjustments  to  changing 
economic  situations. 


Thursday,  April  22,  1993. 

TECHNOLOGY  ADMINISTRATION  AND  NATIONAL 
INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY 

WITNESSES 

MARY  C.  STACK,  ACTING  EXECUTIVE  DIRECTOR,  TECHNOLOGY  ADMINIS- 
TRATION 

RAY  KAMMER,  ACTING  DIRECTOR,  NIST 

THOMAS  A.  GARY,  BUDGET  OFFICER,  NIST 

MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  Price  [presiding].  The  hearing  will  come  to  order.  We  had 
earlier  been  expecting  to  hear  from  the  Acting  Under  Secretary  of 
Commerce  for  Technology,  Dr.  John  Lyons,  who  was  not  able  to  be 
here,  but  we  are  happy  to  have  you,  Mr.  Kammer,  to  testify  both 
on  behalf  of  the  Technology  Administration  and  the  National  Insti- 
tute of  Standards  and  Technology's  (NIST)  budget  submission  for 
fiscal  1994. 

The  FY  1994  request  for  the  Technology  Administration,  Salaries 
and  Expenses  is  $5,425,000,  which  is  an  increase  of  $975,000  over 
the  amount  initially  appropriated  for  FY  1993.  No  additional  funds 
are  requested  for  recapitalization  of  the  National  Technical  Infor- 
mation Service  (NTIS)  Revolving  Fimd.  In  FY  1993,  $8,000,000  was 
appropriated  for  that  purpose. 

We  will  also  consider  the  fiscal  year  1994  budget  request  for  the 
National  Institute  of  Standards  and  Technology  at  the  Department 
of  Commerce.  The  FY  1994  request  totals  $535,198,000  as  follows: 
$240,988,000  for  Scientific  and  technical  research  and  services  (core 
programs);  $232,524,000  for  Industrial  Technology  Services  (exter- 
nal programs,  such  as  ATP  and  Manufacturing  Extension);  and 
$61,686,000  for  Construction  of  Research  Facilities. 

We  will  insert  the  justification  materizds  submitted  in  support  of 
these  requests  into  the  record  at  the  point. 

[The  justification  follows:] 
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Mr.  Price.  Testifying  on  behalf  of  these  requests  is  Ray  Kammer, 
Acting  Director  of  the  National  Institute  of  Standards  and  Technol- 
ogy. We  welcome  you  before  the  Committee,  Mr.  Kammer,  and  ask 
that  you  proceed  with  your  statement. 

Mr.  Kammer.  Thank  you,  sir.  Thank  you  for  having  us  here 
today.  I  apologize  for  Dr.  Lyons,  but  it  was  unavoidable;  it  is  a 
health  problem  and  he  sends  his  regards  to  the  committee. 

Mr.  Price.  Thank  you. 

Opening  Statement 

Mr.  Kammer.  Certainly  it  is  a  pleasure  to  be  here  today  to 
present  the  President's  budget  for  fiscal  year  1994.  For  1994,  the 
Clinton  administration  is  asking  for  $5.4  million  for  the  Technology 
Administration,  and  $535.2  million  for  NIST.  No  funds  are  being 
requested  for  NTIS  which,  thanks  to  this  subcommittee,  now  has 
sufficient  working  capital  and  can  operate  on  a  self-sustaining 
basis,  which  was  envisioned  in  its  organic  legislation. 

NIST  has  a  vital  part  to  play  in  the  administration's  effort  to 
promote  long-term  economic  growth,  and  among  our  increases 
there  is  $43.8  million  increase  proposed  for  the  laboratory  pro- 
grams. We  £ire  also  proposing  for  the  Advanced  Technology  Pro- 
gram an  increase  of  $132  million,  and  for  the  Manufacturing  Ex- 
tension Partnership,  an  increase  of  $12  million,  and  finally  for  our 
Quality  Outreach  Program,  we  are  proposing  an  increase  of  $2  mil- 
lion. 

We  are  also  requesting  $62  million  for  upgrading  NIST  facilities 
at  Boulder  and  Gguthersburg.  This  represents  a  reduction  from  the 
prior  year  of  $43  million.  This  was  done  to  align  requirements  for 
construction  and  facility  upgrade  schedules. 

If  I  may,  I  will  summarize  briefly  the  NIST  laboratory  programs 
and  then  the  outreach  programs,  and  then  the  other  increases. 

For  NIST  laboratory  programs,  we  are  requesting  an  increase  of 
$4  million  for  electronics  to  provide  for  advanced  measurement 
support  for  semiconductor  manufacturing  and  high  performance 
microwave  integrated  circuits.  To  promote  U.S.  industrial  and 
international  manufacturing  competitiveness,  we  are  requesting  an 
increase  of  $4.2  million.  For  biotechnology  and  chemical  processing, 
we  are  proposing  an  increase  of  $3  million,  and  we  are  proposing 
an  increase  of  $6.6  million  for  advanced  materials  and  processing. 

We  believe  that  the  entire  U.S.  economy  and  our  competitiveness 
will  benefit  from  accelerating  the  development  and  deployment  of 
technologies  in  high  performance  computing  and  communications. 
As  part  of  the  multi-agency  administration  program  in  that  area, 
we  are  requesting  an  increase  of  $24  million.  Lastly,  as  part  of  the 
NIST  laboratory  program,  we  are  requesting  a  $2  million  increase 
to  enhance  the  access  of  business  to  international  standards  infor- 
mation. 

For  the  Advanced  Technology  Program,  again,  an  increase  of 
$132  million  to  signiflcEmtly  expand  the  ATP  program  and  increase 
our  ability  to  share  the  cost  of  high-risk  research  programs,  and 
also  to  work  with  joint  ventures  to  develop  new  precompetitive  ge- 
neric technologies.  We  are  requesting  an  increase  of  $12  million  for 
the  Manufacturing  Extension  Partnership  (MEP).  The  MEP  Manu- 
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facturing  Extension  Partnership,  is  comprised  of  the  Manufactur- 
ing Technology  Centers  (MTC),  the  Manufacturing  Outreach  Cen- 
ters and  the  State  Technology  Extension  Program.  They  will  work 
together  with  the  States  to  assist  small  and  medium-sized  business- 
es in  commercializing  technology. 

With  respect  to  the  Quality  Outreach  Program,  we  hope  to  cap- 
italize on  the  achievements  of  the  Malcolm  Baldrige  National  Qual- 
ity Award  through  government-industry  partnerships.  It  is  our 
plan  to  develop  and  share  effective  strategies  with  industry  to  im- 
prove U.S.  competitiveness  through  improved  quality. 

If  I  may  now,  I  will  turn  to  NTIS.  In  an  era  when  research  labs 
are  carefully  examining  their  budgets  to  ensure  that  research  re- 
sponds to  defined  business  needs,  the  demand  for  useful  informa- 
tion about  research  will  increase  significantly.  NTIS  can  play  a  piv- 
otal role  in  meeting  this  need. 

During  1992,  NTIS  management  made  a  series  of  broad  manage- 
ment changes  designed  to  modernize  its  operations,  to  establish  its 
long-term  viability  and  to  improve  the  quality  of  its  products  and 
services.  These  changes  have  significantly  and  measurably  im- 
proved the  management  and  organization  of  NTIS. 

The  changes  also  resulted  in  a  special  achievement  award  for 
quality  and  operation  results  from  the  Secretary  of  Commerce  in 
1992.  We  are  very  proud  to  report  that  NTIS's  profits  for  fiscal 
year  1992  increased  by  10  percent  over  fiscal  year  1991.  NTIS  is 
now  on  a  firm  financial  management  basis,  as  it  has  not  been  in 
prior  years. 

I  now  turn  to  the  Technology  Administration  proper,  which  is 
the  Office  of  the  Under  Secretary  for  Technology,  and  then  also  the 
Assistant  Secretary  for  Technology  Policy,  we  are  requesting  appro- 
priations of  $5.4  million  for  1994.  This  is  an  increase  of  about  a  mil- 
lion dollars  over  1993.  Half  of  this  increase,  or  $500,000,  will  be  de- 
voted to  the  development  of  the  Japan  Manufacturing  Technology 
Fellowship  (MTF)  Program  that  is  aimed  at  providing  U.S.  manu- 
facturing engineers  the  opportunity  to  obtain  work  experience  in  a 
Japanese  manufacturing  enterprise.  This  is  a  unique  opportunity 
to  learn  about  Japan's  manufacturing  techniques. 

Finally,  the  request  includes  half-a-million  dollars  to  create  a 
high  quality  analytic  staff  to  work  with  industry  and  the  economic 
and  industrial  experts  in  ESA  and  ITA  within  Commerce  to  pro- 
vide a  basis  for  setting  government  policies  that  will  encourage  the 
commercialization  of  technology.  I  know  of  no  other  place  in  gov- 
ernment that  affords  the  opportunity  to  combine  these  economic 
and  industry  skills  with  technology  skills  to  provide  a  basis  for  new 
policies. 

In  conclusion,  the  Clinton  Administration's  1994  budget  request 
provides  the  Technology  Administration  with  the  resources  to  help 
Secretary  Brown  transform  the  Department  of  Commerce  into  an 
effective  force  for  technological  competitiveness  and  manufacturing 
excellence. 

Thank  you,  sir.  I  will  be  happy  to  answer  any  questions. 

[The  prepared  statements  of  Mr.  Kammer  and  Mr.  Lyons  follow:] 
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U.S.    DEPARTMENT  OF  COMMERCE 

STATEMENT  OF  RAY  KAMMER,  ACTING  DIRECTOR 

NATIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY 

BEFORE  THE  HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON 

COMMERCE,  JUSTICE,  STATE,  THE  JUDICIARY,  AND  RELATED  AGENCIES 

April  22,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  pleased  to  appear 
before  you  today  to  present  the  President's  Fiscal  Year  1994  budget  request  for  the 
National  Institute  of  Standards  and  Technology  (NIST)  and  to  discuss  our  programs 
and  activities. 

This  year,  the  President  is  requesting  three  separate  appropriations  for  NIST  for 
a  total  of  $535.2  million,  which  is  an  increase  of  $151.2  million  over  the  FY  1993 
appropriations  of  $384.0  million.  We  are  requesting  $241 .0  million  for  laboratory 
research  and  services;  $232.5  million  for  technology  development  and  technology 
transfer  and  outreach;  and  $61.7  million  for  facilities  construction  and  renovation. 

Mr.  Chairman,  the  President  and  this  Administration  have  focused  on  providing 
long-term  growth  for  the  economy  and  job  opportunities  for  the  American  people.    A 
very  important  part  of  the  Administration's  efforts  to  promote  long-term  economic 
growth  is  to  increase  investment  in  new,  productivity-enhancing  technology.    We  must 
be  able  to  use  technology  to  revitalize  our  manufacturing  sector,  and  we  must  create 
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an  environment  in  which  industry  can  bring  new  technology  to  market  and  compete 
effectively. 

NIST  has  a  vital  part  to  play  in  this  effort  because  of  its  long-standing 
reputation  in  measurement  expertise  and  its  history  of  working  with  industry  to 
develop  the  technologies  needed  in  today's  highly  competitive  marketplace.    NIST  is 
the  only  Federal  lab  with  the  principal  mission  of  supporting  U.S.  industry's 
competitiveness  objectives,  and  it  has  provided  a  steady  stream  of  technology  support 
to  U.S.  firms  throughout  its  history. 

NIST  also  promotes  the  development  of  new  technologies  through  its  Advanced 
Technology  Program,  which  provides  matching  grants  for  industry-led  research 
projects  for  the  development  and  commercialization  of  precompetitive  generic 
technologies. 

To  enhance  the  use  of  and  access  to  technology,  the  Manufacturing  Extension 
Partnership  helps  small  and  medium-sized  firms  adopt  modem  technologies.  The 
President's  goal  is  to  establish  "over  100  manufacturing  technology  and  extension 
centers  nationwide  by  1997  to  assist  manufacturers  in  modernizing  their  production 
capabilities."   Our  Quality  Outreach  program  fosters  leadership  in  quality  and 
competitiveness  through  government/industry  partnerships. 

One  of  the  main  underpinnings  of  the  President's  long-term  investment 
economic  plan  is  NIST's  facilities  infrastructure.   NIST's  laboratories  were  state-of- 
the-art  facilities  when  first  opened,  but,  over  time,  their  ability  to  conduct  research  in 
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today's  highly  technologically  competitive  world  markets  has  eroded.   NIST's  request 
for  1994  includes  funds  to  continue  our  program,  started  in  1993,  to  ensure  that  the 
facilities  at  our  sites  in  Gaithersburg,  Maryland,  and  Boulder,  Colorado,  are  the 
modem,  up-to-date  laboratories  necessary  to  maintain  our  nation's  preeminent  position 
in  research  and  that  U.S.  industry  has  the  support  it  needs  from  NIST. 

I  would  now  like  to  discuss  our  FY  1994  budget  proposal.   NIST  Laboratory 
programs  represent  the  technology  "infrastructure"  necessary  to  help  U.S. 
manufacturers  win  on  the  economic  playing  field. 

LABORATORY  RESEARCH  AND  SERVICES 

The  generic  technologies,  measurement  methods,  standards,  and  processing 
improvements  provided  by  NIST  programs  represent  essential  "roads  and  bridges"  to 
world-class  industrial  competitiveness.   Our  budget  proposal  in  FY  1994  is  intended  to 
broaden  our  expertise  in  electronics,  advanced  manufacturing,  biotechnology, 
advanced  materials,  and  high-performance  computing,  and  increase  our  international 
trade  and  standards  activities. 

For  our  Laboratory  Programs,  we  are  requesting  $43.8  million  for  program 
expansion. 
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ELECTRONICS 

The  electronics  industry  is  the  largest  industrial  employer  in  the  U.S.    The 
technological  advances  required  for  this  industry  to  maintain  or  expand  its  market 
share  both  domestically  and  internationally  depend  upon  increasingly  complex,  faster, 
smaller,  and  more  densely-packed  systems.  NIST  is  requesting  an  increase  of  $4.0 
million  in  FY  1994  to  provide  for  advanced  measurement  support  for  semiconductor 
manufacturing,  high  performance  microwave  integrated  circuits,  magnetic  storage,  and 
new  quantum  standards,  as  well  as  basic  research  needed  to  develop  such  support. 
This  investment  is  designed  to  help  U.S.  companies  improve  their  competitiveness  in 
the  worldwide  electronics  manufacturing  industry. 

ADVANCED  MANUFACTURING 

U.S.  manufacturing  industries  are  faced  with  increasing  competition  from  all 
quarters  of  the  globe.    In  this  country,  21  million  jobs,  over  one-fifth  of  the  Gross 
Domestic  Product  (GDP),  and  more  than  three  trillion  dollars  in  sales  are  undergoing 
a  critical  transition  from  traditional  to  21st  Century  manufacturing  techniques  and 
technology.   This  initiative  is  designed  to  promote  U.S.  industrial  and  international 
competitiveness  through  accelerated  investment  in  advanced  manufacturing 
/  technologies. 

The  importance  of  advanced  manufacturing  technologies  has  been  recognized  by 
Office  of  Management  and  Budget  (OMB)  and  Office  of  Science  and  Technology 
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Policy  (OSTP)  and  is  the  subject  of  a  new  Federal  Coordinating  Council  for  Science, 
Engineering  and  Technology  (FCCSET)  presidential  initiative  on  Advanced 
Manufacturing  Technologies.    NIST  is  among  several  Federal  agencies  which  are 
participating  in  the  effort.    For  FY  1994,  NIST  is  requesting  $4.2  million  for  this 
initiative,  which  is  intended  to  develop  cutting-edge  laboratory  capabilities  in  the 
standards,  measurement,  control  and  processing  aspects  of  advanced  manufacturing. 

BIOTECHNOLOGY  AND  CHEMICAL  PROCESSING 

NIST  is  requesting  $3.0  million  to  provide  the  U.S.  biotechnology  and  chemical 
process  industries  with  new  measurement  techniques  and  standards,  predictive  models 
and  reference  data,  and  engineering  technology  needed  to  improve  processing 
efficiency,  minimize  or  eliminate  chemical  waste,  and  accelerate  commercialization  of 
bio-  and  chemical  products.   Industry  looks  to  NIST  to  provide  underlying  research 
and  services  that  will  complement  industry's  own  efforts  to  improve  competitiveness. 
Research  funded  with  this  initiative  will  help  U.S.  industry  efforts  to  maintain  a 
significant  share  of  the  world  chemical  and  biochemical  markets  in  such  diverse 
sectors  of  the  economy  as  agriculture,  pharmaceuticals,  specialty  chemicals,  and  health 
products. 
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ADVANCED  MATERIALS  AND  PROCESSING 

While  the  U.S.  continues  to  lead  in  basic  research  in  the  materials  arena, 
significant  gaps  exist  in  the  research  and  development  required  to  move  these 
materials  from  the  laboratory  to  the  marketplace.    The  once  universal  leadership  role 
of  the  U.S.  in  segments  of  the  materials  field  is  being  threatened  or  surpassed  by 
foreign  competitors.   NIST  is  requesting  $6.6  million  to  enable  it  to  participate  with 
industry  in  bridging  the  gap  between  bench  scale  conception  and  commercial 
utilization  of  advanced  materials  and  advanced  processing.   The  proposed  NIST 
program  builds  on  existing  strengths  in  metals,  ceramics,  polymers,  organic  matrix 
composites,  and  cementitious  materials  and  extends  the  areas  of  technical  coverage  to 
include  synthesis  and  processing  of  advanced  materials  as  well  as  materials  process 
integration.   The  importance  of  materials  technology  has  been  recognized  by  OSTP 
and  0MB,  and  through  the  FCCSET  Committee  on  Industry  and  Technology  has  led 
to  a  new  Advanced  Materials  and  Processing  program. 

fflGH  PERFORMANCE  COMPUTING  AND  COMMUNICATIONS 
(HPCC)/INFORMATION  INFRASTRUCTURE 

For  FY  1994,  NIST  requests  $24.0  million  as  part  of  the  multi-agency  HPCC 
program  as  described  in  the  High  Performance  Computing  Act  of  1991  and  the 
Information  Infrastructure  and  Technology  Act  of  1992.   NIST  activities  will  expand 
and  integrate  programs  in  performance  measurement,  communications  protocols. 
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advanced  software  and  advanced  manufacturing  applications  in  R&D,  and  development 
of  the  National  Research  and  Education  Network  (NREN).    NIST's  work  will  be 
closely  integrated  with  that  of  DoE,  NSF,  and  NIH. 

High-performance  computing  and  networking  are  generic  technologies  which 
enable  advances  in  the  physical  sciences  and  industrial  applications.    Significant 
advances  in  numerous  scientific  and  engineering  areas  depend  upon  harnessing  these 
new  high  performance  technologies.    In  addition,  efficient  access  to  information  is 
becoming  critical  for  all  parts  of  the  American  economy.   Banks,  insurance 
companies,  manufacturing  concerns,  and  many  business  operations  depend  on  high- 
speed communication  links. 

INTERNATIONAL  TRADE  AND  STANDARDS 

The  competitiveness  of  U.S.  products  in  domestic  and  world  markets  is 
critically  dependent  on  ready  access  to  comprehensive  standards-related  information. 
NIST  requests  $2.0  million  in  FY  1994  to  enhance  the  flow  of  vital  standards-related 
information  to  manufacturers  and  exporters  by  assigning  standards  advisors  to  selected 
U.S.  embassies  and  missions;  expanding  the  capabilities  of  domestic  legal  metrology 
laboratories  operated  by  state  governments  and  the  private  sector;  and  harmonizing 
standards  with  trading  partners  and  international  organizations. 
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ADVANCED  TECHNOLOGY  PROGRAM 

NIST  is  requesting  an  increase  of  $132  million  to  significantly  expand  its  three- 
year-old  Advanced  Technology  Program  (ATP)  to  share  the  cost  of  high-risk  research 
projects  with  U.S.  companies  and  industry-led  joint  ventures  seeking  to  develop  new 
precompetitive  generic  technologies.    Through  a  rigorous,  competitive  review  process 
and  by  allowing  industry  to  choose  the  topics  it  wishes  to  pursue,  NIST  has 
demonstrated  that  the  ATP  can  leverage  industrial  research  and  development  funding 
from  companies  and  joint  ventures  of  all  sizes  and  in  all  industrial  sectors.    The  total 
FY  1994  program  request  is  $199.5  million.     Aggressive  growth  is  planned  for  the 
Advanced  Technology  Program.    By  1997,  the  President's  request  for  ATP  rises  to 
$744  million. 

MANUFACTURING  EXTENSION  PARTNERSHIP 

For  FY  1994,  NIST  is  requesting  an  increase  of  $12  million  to  begin 
implementation  of  the  Manufacturing  Extension  Partnership  (MEP)  to  assist 
manufacturers  in  modernizing  their  production  capability.    Coupled  with  the  existing 
Manufacturing  Technology  Centers  (MTCs)  and  State  Technology  Extension  Program 
(STEP),  the  MEP  will  create  a  single,  integrated  program  for  continuous  technological 
advancement.    This  increase  will  enable  NIST  to  establish  manufacturing  outreach 
centers,  smaller  versions  of  the  current  MTCs,  and  will  increase  the  number  of 
MTCs.   This  proposal  also  increases  availability  of  STEP  planning  grants  to  states  to 
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improve  the  local  infrastructure  needed  for  successful  technology  assistance  efforts  as 
well  as  grants  to  states  to  implement  such  plans.    In  addition,  NIST  will  begin 
development  of  networking  capabilities  (LINKS)  to  link  NIST-funded  centers  with 
other  extension  centers  and  technology  sources  throughout  the  country.    The  total  FY 
1994  program  level  will  be  $30.2  million.    The  budget  will  fund  2  additional 
Manufacturing  Technology  Centers  (MTCs),  8  Manufacturing  Outreach  Centers 
(MOCs),  and  increase  the  availability  of  STEP  support  to  a  total  of  25  states  in  1994. 
The  President's  budget  includes  substantial  growth  for  MEP  rising  to  $92  million  by 
1997.    By  1997,  the  MEP  will  support  19  MTCs,  48  MOCs,  and  30  grants  to  states 
for  planning  and  implementation  of  state  based  programs. 

QUALITY  OUTREACH 

The  Quality  Outreach  Program  will  capitalize  on  the  achievements  of  the 
Malcolm  Baldrige  National  Quality  Award  to  provide  national  leadership  in  quality 
and  competitiveness  through  government/industry  partnerships  designed  to  acquire 
new  knowledge  and  develop  new  strategies.  NIST  is  requesting  an  increase  of  $2.0 
million  to  extend  U.S.  industry's  status  in  quality  and  U.S.  competitiveness  by 
training  "quality"  leaders  and  assessors,  providing  feedback  on  quality  improvement 
practices,  applying  quality  principles  to  industrial  research  and  development, 
enhancing  ways  to  transfer  information  about  quality  concepts,  and  exploring  the 
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extension  of  the  Quality  Award  concept  to  public  benefit  areas  such  as  health  and 
education.    The  total  FY  1994  program  is  $2.8  million. 

CONSTRUCTION  OF  RESEARCH  FAdLITIES 

For  facilities  construction  and  renovation,  we  are  requesting  a  total  of  $61.7 
million  in  FY  1994,  which  reflects  a  one-year  adjustment  of  $43.3  million  from  the 
FY  1993  appropriation  of  $105.0  million.    This  decrease  represents  a  one-time 
reduction  needed  to  align  funding  requirements  with  the  facilities  upgrade  and 
expansion  schedule.    During  FY  1994,  we  expect  to  complete  the  engineering  design 
work  started  in  FY  1993  and  enter  into  negotiation  with  prospective  contractors  for 
the  first  phase  of  construction  in  Gaithersburg,  Maryland,  and  Boulder,  Colorado. 

Mr.  Chairman,  this  concludes  my  statement.    I  will  be  pleased  to  answer  any 
questions  that  you  may  have. 
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Mr.  Chairman,  it  is  a  great  pleasure  to  be  here  today  to  present 
the  President's  budget  request  for  the  Technology  Administration 
for  fiscal  year  1994. 

For  FY  1994,  the  Clinton  Administration  is  requesting 
appropriations  of  $5,425,000  for  the  Technology  Administration 
and  $535,198,000  for  the  National  Institute  of  Standards  and 
Technology  (NIST) .   No  funds  are  requested  for  the  National 
Technical  Information  Service  (NTIS)  which,  thanks  to  this 
subcommittee,  now  has  sufficient  working  capital  and  can  operate 
on  the  self-sustaining  basis  envisioned  in  its  organic 
legislation. 

This  budget  request  reflects  a  39%  increase  for  NIST  and  a  22% 
increase  for  the  Technology  Administration  over  FY  1993 
appropriations.   Implicit  in  this  request  is  President  Clinton's 
recognition  that  if  technology  is  to  fulfill  its  promise  as  a 
spur  to  economic  growth  and  a  generator  of  new  jobs,  then  the 
nation  will  need  improved  strategies  for  government- industry 
cooperation  in  support  of  industrial  technology. 

One  of  the  biggest  changes  is  industry's  increasing  insistence 
that  its  research  dollars  be  fully  justified.   For  many  years  the 
larger  corporate  research  labs  hired  large  numbers  of  bright 
researchers  and  essentially  allowed  them  free  rein  to  pursue 
their  scientific  experiments  in  the  expectation  that  any 
resulting  technologies  would  be  passed  on  to  the  manufacturing 
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and  marketing  staffs  to  figure  out  how  to  convert  them  into 
salable  products. 

But  in  today's  environment,  firms  cannot  afford  to  operate  this 
way,  especially  when  the  pace  of  technological  innovation  is  such 
that  technology  becomes  obsolete  quickly  and  competitors  can  have 
similar  products  on  the  market  in  short  order. 

In  today's  rapidly  changing,  increasingly  global  technological 
environment  the  trend  in  the  private  sector  today  reflects  (1)  a 
focus  on  fewer  projects,  (2)  increasing  insistence  that  the 
company's  research  agenda  reflect  and  further  the  company's 
business  strategies,  (3)  greater  integration  of  the  research, 
manufacturing,  and  sales  operations  of  a  firm,  with  more  ideas 
coming  from  the  non-research  side  of  a  firm,  and  (4)  increasing 
reliance  on  research  partnerships  to  cushion  the  expense  of  basic 
or  early  stage  research  -  or,  to  put  it  another  way,  an 
increasing  reliance  on  other  people's  research. 

This  has  important  implications  for  federal  policymakers. 
Certainly,  support  for  basic  science  must  remain  a  federal 
priority.   But,  at  the  same  time,  in  a  period  of  technological 
change  and  enormous  deficits  which  we  can  ill-afford,  the 
taxpayers  no  less  than  CEOs  have  the  right  to  demand  greater 
returns  from  their  research  investment. 
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As  President  Clinton  rightly  put  it,  a  federal  role  that  just 
supports  basic  research  and  mission-research  and  that  relies  on 
the  "serendipitous"  -  to  use  the  President's  apt  phrase  - 
application  of  defense  and  other  mission  research  to  the  private 
sector  may  have  been  appropriate  for  a  previous  generation,  but 
not  for  today's  profound  challenges. 

For  this  reason,  the  President,  in  his  February  22  policy 
statement  entitled  "Technology  for  America's  Economic  Growth,  a 
New  Direction  to  Build  Economic  Strength,"  stressed  that  "(w)e 
must  aim  directly  at  these  new  challenges  and  focus  our  efforts 
on  the  new  opportunities  before  us,  recognizing  that  government 
can  play  a  key  role  helping  private  firms  develop  and  profit  from 
innovations. " 

The  budget  request  that  you  are  considering  today  reflects  these 
changing  circumstances  and  the  challenges  as  well  as  the 
opportunities  that  they  present.   Each  part  of  the  organization  - 
NIST,  NTIS,  and  the  Offices  of  Under  Secretary  and  Assistant 
Secretary  for  Technology  Policy  -  has  a  major  role  to  play  in 
light  of  the  changing  conditions  I  described  a  moment  ago. 

I  will  start  with  NIST,  whose  budget  was  crafted  to  reflect  three 
overarching  principles. 

The  first  principle  that  underlies  the  NIST  budget  for  FY  1994  is 
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a  recognition  that  because  resources  are  finite,  there  must  be  a 
healthy  balance  between  the  new  Industrial  Technology  Services 
programs,  such  as  ATP  and  manufacturing  extension,  and  the  need 
to  ensure  that  NIST's  longstanding  laboratory  research  programs 
and  its  physical  plant  keep  NIST  at  the  cutting  edge  of 
technological  development. 

These  longstanding  programs  provide  NIST  with  the  depth  of 
knowledge  and  breadth  of  activities  that  have  long  made  NIST  an 
ideal  collaborative  partner  for  firms  throughout  the  industrial 
spectrum  that  are  looking  to  develop  application-specific 
solutions  to  their  particular  problems.   NIST  must  continue  to 
remain  in  the  vanguard  of  technological  achievement. 

Accordingly,  we  are  seeking  an  increase  of  $43,800,000  for  NIST's 
in-house  laboratory  R&D  program.   Of  this  latter  amount, 
$24,000,000  will  be  used  to  enable  NIST  to  participate  in  the 
multi-agency  High  Performance  Computing  and  Communications 
Program  and  $6,600,000  will  be  used  to  assist  industry  in 
bridging  the  gap  between  bench  scale  conception  and  commercial 
utilization  of  advanced  materials  and  advanced  processing 
technologies. 

At  the  same  time,  we  are  reguesting  $62,000,000  for  upgrading 
NIST's  facilities  at  Boulder  and  Gaithersburg.   This  reflects  an 
adjustment  of  $43,000,0000  from  FY  1993  appropriations  and  is         i 
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necessary  to  align  funding  availability  and  requirements  with  the 
construction  and  facilities  upgrade  schedules. 

The  second  principle  is  that  in  an  era  in  which  private  firms  are 
demanding  greater  return  for  their  R&D  investments  and  limiting 
their  investments  accordingly,  government  must  ensure  that  the 
United  States  is  sufficiently  proficient  in  those  advanced 
generic  technologies  that  will  create  the  new  products  and 
industries  of  tomorrow,  that  will  provide  large  advances  in 
productivity,  or  that  will  substantially  improve  quality. 

Accordingly,  the  Administration  is  requesting  an  additional 
$132,000,000  for  NIST's  Advanced  Technology  Program  which  allows 
the  Government  and  industry  to  share  the  high  risk  of  promoting 
the  further  development  of  the  technologies  that  will  yield  these 
great  benefits. 

NIST  already  has  in  place  a  review  process  that  subjects  a 
proposal  to  careful  analysis  from  both  a  scientific  as  well  as  a 
business  standpoint.   The  object  is  to  screen  out  those  that  have 
little  technical  merit,  those  that  are  unlikely  to  ever  make  it 
out  of  the  laboratory  and  into  production,  those  that  do  not  hold 
promise  of  broad  benefits  for  companies  in  the  United  States,  and 
those  applicants  that  are  not  strong  enough  to  carry  the  proposal 
to  the  next  stage  of  product  development. 
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Along  with  strict  requirements  that  industry  put  up  matching 
funds,  that  projects  have  a  definite  end,  and  by  ensuring  that 
projects  are  selected  by  industry  rather  than  government,  the  ATP 
is  demonstrating  that  it  can  become  a  vital  force  for  helping 
U.S.  industry  create  new  or  better  products  and  do  so  before  the 
competition.   In  today's  rapidly  changing  interconnected  world, 
the  importance  of  getting  to  the  market  first  is  increasingly 
important. 

This  brings  me  to  the  third  principle  underlying  the  NIST  budget: 
We  cannot  depend  on  innovation  alone;  advanced  research  and 
advanced  manufacturing  go  hand-in-hand.   In  a  world  in  which 
companies  can  locate  their  production  facilities  almost  anywhere 
and  technological  breakthroughs  can  quickly  spread  to  competitors 
around  the  world,  a  sound  technology  base  for  the  rapid  creation 
of  new  products  and  processes  is  not  enough.   As  Laura  Tyson  and 
others  have  recognized,  without  a  complementary  manufacturing 
capability,  innovating  countries  stand  to  lose  a  large  share  of 
commercial  returns  on  their  research  efforts  to  other  countries 
with  superior  manufacturing  abilities. 

Accordingly,  the  Administration  is  requesting  an  increase  of 
$12,000,000  to  begin  implementation  of  a  Manufacturing  Extension 
Partnership  Program.   This  will  eventually  evolve  into  a 
nationwide  network  of  manufacturing  extension  centers  called  for 
by  the  President  in  his  "Vision  of  Change  for  America"  for 
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assisting  manufacturers  in  modernizing  their  production 
capabilities.   By  integrating  the  Manufacturing  Technology 
Centers  and  the  State  Technology  Extension  Program  and  creating  a 
national  network,  we  hope  to  create  a  single,  integrated  program 
for  continuous  technological  advancement. 

At  the  same  time,  it  has  to  be  a  program  that  recognizes  that 
smaller  firms  differ  widely  in  their  needs  and  their  capacities 
to  absorb  new  technologies  and  they  rarely  have  the  ability  to 
incorporate  manufacturing  technologies  straight  from  the 
laboratory  into  their  operations.   Often  what  they  need  is 
management  assistance,  education  and  training  programs  for  their 
workers,  and  access  to  financial  planners  and  advisers  if  they 
are  to  understand  and  take  advantage  of  new  technological 
opportunities.    We  envision  the  program  as  one  that  will 
eventually  link  these  firms  with  the  various  providers  of 
services  who  can  meet  their  different  needs. 

The  $12,000,000  will  enable  us  to  run  additional  competitions  for 
manufacturing  technology  centers,  manufacturing  outreach  centers, 
expand  the  STEP  program  to  several  new  states,  and  begin  to 
develop  networking  services. 

NIST's  manufacturing  extension  plan,  I  should  add,  forms  the 
basis  of  a  substantial  portion  of  a  broader  defense  conversion 
program  plan  being  managed  by  an  interagency  working  group 
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consisting  of  NIST,  ARPA,  NASA,  DOE,  and  NSF. 


Let  me  turn  briefly  to  NTIS.   Although  we  are  seeking  no  funds 
for  it,  NTIS  is  an  integral  part  of  the  Technology 
Administration.    In  an  era  in  which  corporate  research  labs  are 
carefully  examining  their  research  budgets  to  ensure  that  the 
research  responds  to  defined  business  needs,  the  demand  for 
useful  information  about  research  going  on  elsewhere  should 
significantly  increase.   To  the  extent  that  NTIS  is  prepared  to 
move  with  the  times  and  respond  to  these  new  developments,  its 
importance  to  our  national  competitiveness  goals  will 
continuously  grow. 

During  1992,  NTIS  management  made  a  series  of  broad,  management 
changes  designed  to  modernize  its  operations,  to  establish  its 
long-term  viability,  and  to  improve  the  quality  of  its  products 
and  services.   These  changes  significantly  improved  management  of 
the  organization  and  resulted  in  receipt  by  NTIS  of  a  Special 
Achievement  Award  for  Quality  and  Operational  Results  from  the 
Secretary  of  Commerce  in  December,  1992. 

We  are  proud  to  report  that  NTIS's  profits  for  FY  1992  increased 
by  about  10%  over  FY  1991  levels.   We  are  also  pleased  that 
recently-enacted  laws  have  helped  position  it  for  the  future. 
These  include  a  new  revolving  fund  to  provide  a  measure  of 
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financial  stability  and  a  requirement  that  agencies  submit  copies 
of  their  scientific  and  technical  publications  to  NTIS,  thereby 
ensuring  it  the  up-to-date  inventory  to  effectively  service  the 
needs  of  its  customer  base  of  approximately  70,000  universities, 
government  agencies,  and  businesses. 

Turning  finally  to  the  Technology  Administration  proper  -  that 
is,  the  Offices  of  Under  Secretary  and  Assistant  Secretary  for 
Technology  Policy  -  the  Clinton  Administration  is  requesting 
appropriations  of  $5,425,000  for  FY  1994,  or  approximately 
$1,000,000  over  FY  1993  levels. 

Approximately  $500,000,  or  half  of  this  increase,  will  be  used  to 
further  the  Administration's  commitment  to  manufacturing 
excellence  and  to  complement  the  manufacturing  technology 
activities  of  NIST  and  the  related  information  dissemination 
activities  of  NTIS. 

These  funds  will  be  devoted  to  the  development  of  a  Japan 
Manufacturing  Technology  Fellowship  Program  aimed  at  providing 
U.S.  manufacturing  engineers  the  opportunity  to  obtain  work 
experience  in  a  Japanese  manufacturing  enterprise  where  they  will 
be  able  to  obtain  a  unique  opportunity  to  absorb  Japanese 
manufacturing  techniques  and  to  obtain  a  basic  understanding  of 
Japanese  business,  culture  and  society. 
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We  are  very  pleased  that  the  Japanese  Trade  Minister  cabled 
Secretary  Brown  on  January  25  expressing  his  pleasure  that  plans 
for  this  program  were  proceeding  apace  in  both  countries,  noting 
that  -  in  his  words  -  "with  proper  implementation,  this  program 
will  be  fruitful  in  bridging  our  two  nations." 

But  that's  just  part  of  what  we  hope  to  accomplish  to  promote  and 
which  the  requested  funds  will  allow  us  to  pursue.   If  I  could 
sum  up  in  one  word  what  we  hope  to  promote  in  FY  1994,  it  would 
be  technology  commercialization  through  "partnering"  in  its 
various  forms.   This  includes: 

o     Promoting  strategic  partnerships,  by  which  I  mean 

encouraging  the  formation  of  consortia  that  can  fully 
develop  the  many  potential  applications  that  a  single 
technology  can  have  but  that  are  beyond  the  ability  of  any 
single  firm  to  develop  and  exploit. 

o     Increased  international  cooperation  in  R&D  in  advanced 

manufacturing  through  activities  such  as  the  Intelligent 
Manufacturing  Systems  program. 

o     Increased  collaboration  between  government,  industry  and 

academia  aimed  at  unleashing  the  full  potential  of  federal 
laboratories  to  contribute  to  national  competitiveness 
goals,  thereby  building  on  the  DOC-DOE-NASA-EPA-DOT  - 
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sponsored  National  Technology  Initiative. 

o     Increased  collaboration  between  government,  industry,  and 

the  financial  and  investment  community  to  develop  innovative 
technology  financing  and  commercialization  policies. 

In  conclusion,  the  Clinton  Administration's  FY  1994  budget 
request  provides  the  Technology  Administration  with  the  resources 
for  helping  Secretary  Brown  transform  the  Department  of  Commerce 
into  the  effective  force  for  technological  competitiveness  and 
manufacturing  excellence  that  it  should  be.   We  hope  you  share 
that  vision.   Thank  you. 
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DEFENSE  CONVERSION 


Mr.  Smith  [presiding].  To  start  with — and  I  am  not  quite 
clear  about  this.  I  know  that  the  new  administration  is  going  to  put 
emphasis  on  technology  and  technology  transfer,  but  we  have  a 
number  of  different  departments  and  agencies  that  are  involved  in 
it  one  way  or  another.  In  one  of  them,  there  has  been  an  attempt 
to  get  more  involved  with  commercialization;  I  am  not  sure  how 
well  it  has  worked.  In  fact,  I  know  very  well  it  has  been  with 
DARPA.  Just  dropping  the  "defense"  off  of  the  name  doesn't 
change  it  a  whole  lot.  So  now  we  have  ARPA. 

Now,  under  the  new  Administration's  policy,  and  I  realize  you 
don't  necessarily  speak  for  the  Administration  on  this,  but  you 
have  some  understanding  of  it,  because  you  are  involved  in  some  of 
their  discussions;  how  are  you  going  to  interface  with  ARPA?  Who 
does  what,  and  who  is  the  lead,  et  cetera? 

Mr.  Kammer.  We  recently  signed  a  memorandum  of  understand- 
ing with  the  head  of  ARPA,  and  the  other  signatories,  in  addition 
to  NIST,  were  the  Department  of  Energy,  NASA  and  NSF.  Those 
five  agencies  are  now  co-managing,  if  you  will,  the  half-a-billion 
dollar  defense  conversion  exercise  that  I  think  is  a  matter  of  con- 
siderable interest  nationally.  Right  now  we  have  a  draft  advertise- 
ment out.  Members  of  the  NIST  staff,  ARPA  staff  and  members  of 
the  staffs  of  the  other  agencies,  but  those  two  agencies  primarily, 
have  been  traveling  the  country  and  organizing  consultative  events 
and  workshops.  We  would  like  to  generate  a  lot  of  applicants. 

This  is  a  complex  advertisement,  because  it  has  some  legal  re- 
quirements in  it  that  are  not  easy  to  follow.  So  we  wanted  the  op- 
portunity to  explain  it  face-to-face. 

On  May  14th,  the  advertisement  will  become  a  formal  advertise- 
ment, and  normal  procurement  regulations  will  prevail,  and  we 
will  no  longer  be  able  to  advise  people  on  how  to  apply  for  it  any 
more.  For  60  days  the  advertisement  will  be  then  available  for 
people  to  make  submissions  against,  and  on  July  23rd  it  will  close. 
Members  of  the  NIST  staff  and  the  ARPA  staff  and  the  other  agen- 
cies will  do  a  review  process,  a  normal  source  selection  board  kind 
of  a  review,  and  make  recommendations  to  a  council  which  is  com- 
prised of  the  head  of  ARPA,  the  head  of  NIST,  and  appropriate 
people  from  the  other  three  agencies. 

Those  individuals  will  consider  the  recommendations  and  at- 
tempt, in  a  consensus  way,  to  come  to  a  conclusion. 

The  final  selecting  official  by  necessity,  must  be  the  head  of 
ARPA,  because  they  have  the  fiduciary  responsibility.  Once  those 
selections  are  made,  and  we  believe  it  really  will  be  a  coUegial 
effort,  but  once  those  selections  are  formally  made  by  the  head  of 
ARPA,  each  of  the  agencies,  particularly  NIST,  will  be  asked  to 
take  responsibility  for  elements  of  the  program. 

In  our  case,  we  expect  to  be  asked  to  manage  the  technology  de- 
ployment element  of  the  package.  The  technology  deployment  ele- 
ment of  the  package  is  currently  estimated  to  be  between  $100  mil- 
lion and  $120  million.  We  will  have  the  responsibility  for  actually 
letting  the  contract  to  the  winning  recipients  and  managing  it. 
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Of  course,  we  will  have  to  report  back  to  ARPA  on  some  kind  of 
a  periodic  basis,  so  that  they  can  be  assured  we  are  managing  it 
appropriately. 

DEFENSE  CONVERSION  ASSISTANCE  SELECTION 

Mr.  Smith.  Regarding  conversion,  what  is  the  criteria?  Does  it 
depend  heavily  on  whether  or  not  there  is  a  defense  plant  closing 
in  an  area  or  a  base  closed  down? 

Mr.  Kammer.  No,  sir,  it  does  not.  The  rationale  behind  the  pack- 
age was  that  the  economy  as  a  whole  is  being  impaired  by  the 
scale-down  of  the  defense  activities,  which  intensively  spent  money 
in  manufacturing  areas,  as  you  know,  and  that  therefore,  the  ad- 
vertisement would  not  be  restricted  so  an  individual  company  had 
to  be  directly  affected.  The  intent  was  more  to  try  and  aid  the 
economy  as  a  whole. 

Mr.  Smith.  Well,  I  know  you  can't  tell  me  completely,  but  what 
kind  of  grants  are  we  talking  about  now?  For  what  exact  purposes? 

Mr.  Kammer.  There  are  seven  different  categories,  and,  if  I  may, 
I  will  divide  it  into  just  three  concepts;  I  think  it  makes  it  easier  to 
follow.  One  concept  is  education,  and  there  is  about  $85  million 
that  has  been  set  aside  and  will  probably  be  managed  by  NSF  for 
the  most  part. 

Mr.  Smith.  Is  that  for  training  programs  you  are  talking  about? 

Mr.  Kammer.  Yes,  sir.  It  would  be  training  programs  of  the  sort 
that  would  help  people  to  acquire  new  skills.  It  might  be  targeted 
to  emerging  industries,  and  also  to  help  companies  mount  training 
programs  that  might  allow  them  to  adopt  a  new  technology  that 
would  make  them  more  competitive. 

The  other  two  remaining  elements  total  approximately  $400  mil- 
lion. The  distinction  of  how  much  will  be  spent  in  each  area  is 
roughly  half  in  technology  development  and  half  in  technology  de- 
ployment, although  it  will  depend  on  the  proposals.  The  proposal 
pressure  might  scale  up  in  one  and  down  in  another.  Technology 
development  is  akin  to  the  more  traditional  ARPA  activity  of 
spending  money  to  help  industry  develop  a  new  technology,  and 
technology  deployment  is  very  similar  to  the  NIST  activity  in  the 
Manufacturing  Technology  Centers  and  the  other  extension  pro- 
grams. 

Mr.  Smith.  But  will  you  still  have  a  separate  Manufacturing 
Technology  Center  Program? 

Mr.  Kammer.  Yes,  sir.  One  of  the  important  distinctions  is  that 
the  $500  million  is  a  one-time  event.  The  money  must  be  obligated 
over  the  next  two  years;  it  can  be  spent  out  or  outlayed  over  the 
next  three  years  and  then  it  is  done.  And,  of  course,  our  program  is 
a  continuing  responsibility,  and  we  hope  to  be  able  to  be  in  a  posi- 
tion to  take  responsibility  for  the  winners,  if  you  will,  from  the  de- 
fense conversion  process.  Of  the  ones  that  have  done  well,  and  we 
expect  a  number  of  them  to  do  well,  we  would  like  to  then  take 
responsibility  for  them  in  the  regular  NIST  program. 

Mr.  Smith.  I  will  have  some  more  questions,  but  at  this  point  I 
am  going  to  yield  to  Mr.  Rogers. 
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TECHNOLOGY  TRANSFER  OUTREACH  COORDINATION 

Mr.  Rogers.  Now,  how  will  this  administration  coordinate 
NIST's,  Advanced  Technology  Program,  and  NTIA's  infrastructure 
initiatives?  How  will  these  programs  work  together?  Are  we  dupli- 
cating ourselves? 

Mr.  Kammer.  The  program  in  NTIA  that  has  some  similarity  to 
the  ATP  program  would  be  the  contemplated  grants  program  that 
was  in  the  recent  supplemental  and  I  believe  was  again  proposed  in 
the  1994  budget.  The  intent  of  that  is  to  focus  on  nonprofit  organi- 
zations, educational  institutions,  and  to  make  sure  that  they  have 
the  ability  at  least  to  have  initial  access  to  the  kinds  of  technol- 
ogies that  the  information  infrastructure  initiative  represents.  This 
way  people  can  learn  how  to  access  the  resources  that  are  becom- 
ing available  electronically. 

The  ATP  program  is  more  broadly  focused  and  is  a  competitive 
program  that  would  support  any  technology  which  promises  poten- 
tial for  commercial  opportunity  and  to  increase  competitiveness  in 
the  United  States.  So  NTIA  is  narrowly  focused,  from  my  point  of 
view,  at  least  technically,  on  initiatives  that  would  aid  nonprofits 
in  entering  the  information  age.  The  ATP  program  focuses  on  gen- 
eral manufacturing  technology. 

Mr.  Rogers.  The  Commerce  Department  is  creating  a  new  office 
for  policy  and  strategic  planning.  I  would  assume  that  much  of 
what  they  will  be  doing  relates  to  technology  issues  that  come 
under  the  Technology  Administration.  Try  to  help  us  sort  out  the 
players  from  the  Secretary  on  down  by  explaining  how  technology 
policy  is  being  formulated,  and  who  is  coordinating  such  policies.  I 
perceive  there  to  be  some  duplication. 

Mr.  Kammer.  I  can  describe  what  is;  I  am  not  sure  I  can  describe 
what  will  be.  We  have  a  number  of  players  yet  to  take  their  seats, 
as  you  know. 

Within  the  first  part  of  this  administration,  the  Secretary  of 
Commerce,  Mr.  Ron  Brown,  has  been  leading  the  policy  develop- 
ment efforts,  and  this  Office  of  Policy  and  Strategy  is  indeed  in- 
tended to  be  a  staff  for  him.  It  is  not  constrained  to  deal  only  with 
technology  issues,  but  any  issues  that  come  within  the  governance 
of  the  Secretary  of  Commerce  or  indeed  within  his  interest. 

I  have  seen  this  particular  office,  which  is  led  by  Jonathan  Sal- 
lett,  ask  us  for  support  on  technology  issues.  Indeed  at  the  moment, 
one  of  the  staff  members  from  NIST  is  operating  in  that  office  to 
provide  liaison  and  support,  and  there  is  the  intention  for  another 
one  to  join  them  on  a  temporary  basis  to  allow  us  to  make  sure 
that  we  go  about  this  in  an  intelligent  way  without  duplication  and 
also  making  sure  we  are  traveling  in  the  same  direction. 

manufacturing  technology  fellowships 

Mr.  Rogers.  Now,  you  request  an  increase  of  $500,000  to  imple- 
ment the  U.S./Japan  Manufacturing  Technology  Fellowship  Pro- 
gram, placing  American  personnel  in  Japanese  manufacturing 
firms.  Tell  us  about  that. 

Mr.  Kammer.  Yes,  sir.  I  think  that  is  a  real  opportunity.  Just 
this  week,  the  Technology  Administration  sent  out  1,000  applica- 
tions. They  already  have  lined  up  within  Japan  66  firms  that  are 
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willing  to  receive  U.S.  citizens.  We  are  trying  to  focus  on  design  en- 
gineering experts  that  can  really  exploit  this  opportunity.  They 
will  go  over,  work  with  Japanese  manufacturing  firms,  learn  how 
these  firms  operate  and  what  they  take  into  account  in  designing 
and  manufacturing  products,  and  bring  that  back  and  share  it  with 
the  rest  of  their  company. 

Mr.  Rogers.  Are  these  engineers? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Rogers.  All  of  them  engineers? 

Mr.  Kammer.  That  is  our  focus. 

Mr.  Rogers.  Is  there  a  corresponding  component  that  places  Jap- 
anese personnel  in  our  firms? 

Mr.  Kammer.  None  that  I  am  aware  of. 

Mr.  Rogers.  How  do  you  get  select  participants? 

Mr.  Kammer.  There  will  be  a  competitive  process.  We  are  solicit- 
ing interest  right  now. 

In  addition  to  that,  the  Society  of  Mechanical  Engineers  has  very 
generously  agreed  to  send  a  letter  to  all  of  their  members,  700,000 
of  them,  to  bring  this  to  their  attention.  I  hope  we  are  able  to  with- 
stand the  increased  attention  that  we  expect  to  generate. 

Mr.  Rogers.  Do  the  participating  firms  help  pay  for  the  costs? 

Mr.  Kammer.  Yes,  sir.  We  make  a  base  amount  available,  and 
then  the  U.S.  firms  have  to  pick  up  salary  and  benefits  costs  and 
other  participation  costs  such  as  travel  costs  associated  with  this 
program. 

Mr.  Rogers.  Well,  I  thank  you  very  much. 

Mr.  Smith.  How  much  is  that  base  cost? 

Mr.  Kammer.  I  don't  know  the  answer,  sir.  I  can  certainly  find 
that  out. 

Mr.  Smith.  Would  it  be  a  minor  part  of  the  total  cost? 

Mr.  Kammer.  Well,  my  personal  experience  in  sending  people  to 
Japan  is  that  it  costs  about  a  quarter-of-a-million  dollars  to  keep 
them  there  for  a  year.  Transportation  and  living  expenses  are  very 
high. 

Mr.  Smith.  So  most  of  it  would  not  be  government  costs,  or  am  I 
right  about  that? 

Mr.  Kammer.  I  am  reluctant  to  answer  that,  because  I  lack  per- 
sonal knowledge  of  it.  I  would  rather  find  out,  if  I  may.  I  may  have 
assistance  here. 

Ms.  Stack.  We  are  currently  negotiating  with  the  Department  of 
State  and  with  other  parts  of  the  Department  of  Commerce  to  get 
funding  for  the  initial  program  to  set  it  up  in  1993.  The  Depart- 
ment of  State  has  committed  $50,000  to  devote  to  training  courses. 
We  have  commitments  of  $100,000  each  from  MBDA  in  Commerce 
and  from  EDA  in  Commerce,  and  the  Technology  Administration 
will  be  contributing  $225,000. 

Mr.  Smith.  What  portion  of  the  total  cost  do  you  think  this  gov- 
ernment will  pay? 

Ms.  Stack.  Just  the  training  costs.  The  salary  and  benefits  costs 
for  the  engineers 

Mr.  Smith.  That  is  my  question.  Are  these  other  costs  consider- 
ably more  than  what  the  total  government 

Ms.  Stack.  Yes,  the  firms  will  pay  salary  and  benefits  costs,  and 
the  Japanese  have  agreed  to  pay  housing  costs  for  the  engineers 


1288 

over  in  Japan.  The  Japanese  government  has  verbally  committed 
to  providing  $3  million  to  the  program.  The  US  government  cost 
will  only  be  for  training  and  selection,  or  approximately  $600,000. 

Mr.  Kammer.  My  guess  would  be  you  could  probably  count  on 
that  being  about — the  salary  and  benefits  for  say  a  month  for  an 
engineer  would  be  on  the  order  of  $15,000,  including  the  benefits. 

Mr.  Smith.  I  see. 

Mr.  Kammer.  Our  training  cost  is  probably  $5,000,  and  based  on 
my  prior  experience  in  Japan,  the  housing  cost  would  be  at  least 
$2,000  a  month. 

MANUFACTURING  TECHNOLOGY  CENTERS 

Mr.  Smith.  Mr.  Moran? 

Mr.  Moran.  Mr.  Chairman,  I  am  not  ready  to  ask  any  questions. 

Mr.  Smith.  Mr.  Price  is  coming  right  back  in  just  a  minute,  and 
he  heard  the  testimony. 

Well  then,  you  mentioned  the  Manufacturing  Technology  Center 
Program  specifically  a  minute  ago  which  is  as  an  ongoing  program. 
You  have  seven  of  those  centers  now? 

Mr.  Kammer.  Yes,  sir,  we  do. 

Mr.  Smith.  And  that  will  still  be  under  NIST? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Smith.  And  tell  us  how  long  the  programs  have  operated. 

Mr.  Kammer.  Three  of  them  are  three  years  old.  There  are  two 
of  them  that  are  two  years  old,  and  the  remaining  two  are  a  year 
old,  and  they  are  in  various  stages  of  development.  We  will  add  an 
additional  two  out  of  this  appropriation  to  bring  that  to  a  total  of 
nine,  and  then  just  to  relate  back  to  your  earlier  question  on  de- 
fense conversion,  our  estimate  is  that  it  might  be  possible  to  re- 
ceive qualifying  bids  from  as  many  as  five. 

Mr.  Smith.  Under  that? 

Mr.  Kammer.  Under  that.  So  we  could  end  up  with  a  program  of 
as  many  as  14  by  1996,  of  which  maybe  five,  plus  two  would  be 
new. 

Mr.  Smith.  As  many  as  seven  new  ones. 

Mr.  Kammer.  Yes,  sir.  Which  will  be  quite  exciting. 

Mr.  Smith.  Would  they  be  exactly  the  same  programs? 

Mr.  Kammer.  Each  of  those  14  would  receive  the  same  in  the 
sense  that  each  would  be  about  $3  million  of  government  money  in 
its  first  year,  about  $3  million  of  local  money,  for  a  total  of  $6  mil- 
lion. 

Mr.  Smith.  The  same  criteria. 

Mr.  Kammer.  Exactly  the  same.  Indeed,  the  defense  conversion 
criteria,  with  some  changes  that  are  appropriate  to  being  part  of 
the  Department  of  Defense  advertisement,  are  exactly  the  same  as 
the  NIST  criteria. 

Mr.  Smith.  I  see.  Then,  under  defense  conversion,  you  have  base 
closings  and  defense  plants  that  are  on  State  borders,  and  in  fact 
are  sometimes  on  both  sides  of  the  line.  How  do  you  put  together 
the  manufacturing  technology  center  that  affects  two  States  or 
more? 

Mr.  Kammer.  At  least  conceptually,  our  criteria  would  even  give 
you  a  bit  of  extra  credit  if  you  were  able  to  do  that. 
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Mr.  Smith.  I  see. 

Mr.  Kammer.  But  in  the  first  seven  that  has  not  been  done,  and 
I  would  say  pragmatically  it  is  rather  difficult,  because  you  then 
have  to  coordinate  the  activities  of  perhaps  two  state  governments 
to  put  the  match  together,  and  that  is  not  something  they  are  very 
used  to  doing.  The  first  seven  are  all  exclusively  contained  within 
one  State,  and  I  expect  that  will  probably  be  the  case  for  the 
others. 

Mr.  Smith.  So  in  your  invitation  for  applications  that  goes  out  in 
the  middle  of  May-how  do  you  cover  this  amount? 

Mr.  Kammer.  You  mean  the  possibility  of  a  split  between  two 
States? 

Mr.  Smith.  Yes. 

Mr.  Kammer.  It  says  in  the  advertisement  that  we  encourage  re- 
gional proposals,  but  that  is  about  as  far  as  we  go. 

Mr.  Smith.  So  you  don't  really  tell  them  how  they  can  bridge 
that. 

Mr.  Kammer.  No.  And  we  really  do  not  have  any  models  so  far. 

Mr.  Smith.  I  can  see  how  it  would  be  difficult. 

Mr.  Price? 

Mr.  Price.  Mr.  Chairman,  are  we  questioning  now  on  just  NIST, 
or  on  the  Technology  Administration  also. 

Mr.  Smith.  Well,  it  is  really  kind  of  a  combination.  He  is  in  both 
NIST  and  TA. 

Mr.  Price.  We  are  going  to  combine  both.  All  right. 

Mr.  Smith.  He  didn't  make  the  other  statement,  but  he  can 
answer  questions  from  both. 

advanced  technology  program 

Mr.  Price.  My  questions  are  on  all  sides,  but  mainly  on  NIST 
programs. 

In  your  testimony,  in  reference  to  the  Advanced  Technology  Pro- 
gram, you  say  that  you  want  to  ensure  that  projects  are  selected  by 
industry  rather  than  government.  I  take  it  that  is  a  statement  that 
is  well  considered  on  your  part.  What  do  you  mean  exactly  and 
how  are  you  going  to  accomplish  this? 

Mr.  Kammer.  Well,  it  is  a  pretty  interesting  process.  We  ran 
three  competitions  so  far  using  this  process.  We  have  had  about 
660  proposals,  and  we  have  60  selected  recipients.  What  this  means 
is  we  set  criteria  that  have  to  do  with  the  technical  quality  of  the 
proposals,  the  business  plan  of  the  proposal,  and  what  we  believe  to 
be,  or  what  arguably  the  proposal  believes  to  be  the  economic  po- 
tential for  the  U.S.  economy.  We  do  not  say  the  proposals  have  to 
be  in  the  area  of  ceramics,  or  in  the  area  of  electronics,  or  a  par- 
ticular kind  of  electronics. 

Instead,  we  are  trying  to  rank  the  proposals  based  on  their  abso- 
lute technical  quality,  in  our  best  judgment,  and  their  business  po- 
tential. Industry  is  leading  us  in  the  sense  that  they  originate  the 
proposals,  they  have  made  the  judgment  as  to  the  economic  oppor- 
tunity, if  you  will,  market  opportunity. 

Additionally,  we  feel  and  have  felt  pretty  confident  to  make  judg- 
ments on  the  technical  quality  using  NIST  staff  members  and  staff 
members  from  other  Federal  agencies  who  are  pretty  generous 
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with  their  time  in  helping  us  review  these.  We  feel  considerably 
less  qualified  to  make  judgments  on  the  business  plan. 

What  we  have  arranged  is  a  cadre  of  business  people,  venture 
capitalists,  and  also  experts  from  the  academic  community  who 
come  in  when  we  are  ready  to  do  the  business  planning  and  sit 
with  us  and  advise  us  on  it.  Indeed,  we  are  guided  to  a  significant 
degree  by  their  judgment  as  to  what  the  quality  of  the  business 
plan  is. 

Mr.  Price.  The  press  release  announcing  the  NIST  budget  refers 
to  the  Advanced  Technology  Program,  and  its  development  of  po- 
tentially significant  high-risk  generic  technologies.  I  wonder  if  you 
could  interpret  that  use  of  the  term  "high  risk"  for  us.  Are  you 
talking  about  the  industry's  attitude  toward  investments  in  this 
kind  of  project,  or  are  you  talking  about  the  vulnerability  of  that 
industry  to  competitors,  or  perhaps  are  you  talking  about  both? 

Mr.  Kammer.  We  are  conditioned  more  by  the  first  case  than  the 
second,  but  I  will  give  you  an  example.  The  concern  here  is  to  ac- 
celerate the  commercialization  of  technologies  that  exist  in  the  lab- 
oratory, and  that  most  people  would  probably  agree  have  commer- 
cial potential.  There  is  sort  a  of  historical  record  in  the  United 
States  with  the  laboratory  producing  the  technology  being  located 
in  the  United  States,  and  the  manufacturer  and  assembler  being 
located  offshore,  not  atypically  in  Japan. 

One  example  is  flat  screen  panel  displays,  which  are  TV  screens 
that  are  maybe  an  inch  deep,  that  you  can  imagine  using  on  a  port- 
able computer.  Maybe  this  hand-held  communicator  of  the  future  is 
going  to  have  a  fax  and  voice  communication  as  well  as  a  computer 
relay  in  it  all  on  a  microwave  chip.  Those  flat  screen  panel  displays 
are  economically  a  high  potential  market. 

The  technology  is  a  very  difficult  technology.  It  needs  to  be  light- 
weight, and  yet  the  value  system  of  the  United  States  is  high  qual- 
ity TV  display.  People  have  no  patience  with  it  being  too  small  or 
blurry  or  too  slow  to  respond.  It  is  a  very  difficult  technology. 

So  it  is  high-risk  in  the  technology  sense.  It  is  also  high-risk  at 
this  point,  and  the  entire  potential  infrastructure  in  the  United 
States  amounts  to  about  six  firms,  all  of  which  at  the  moment  are 
focused  on  a  consortium  that  is  jointly  funded  by  ARPA  and  NIST. 
ARPA  actually  started  working  with  them  before  we  did,  and  now 
we  have  joined  in  also  to  try  and  push  this  along. 

That  contrasts,  in  this  case,  to  a  national  commitment  in  Japan 
that  amounts  to  some  $250  million  that  the  government  set  aside 
for  this  activity.  So,  the  answer  is  high-risk  in  all  respects,  but  still, 
we  believe  ^ot  risky  in  the  sense  of  ill-conceived. 

Mr.  PriCx:,.  Yes.  The  real  potential  for  future  payoff.  I  am  espe- 
cially interested  in  industries,  a  good  example  would  be  the  pulp 
and  paper  industry  in  North  Carolina  and  other  States  where  we 
are  clearly  the  leader  in  research  and  development,  but  want  to 
maintain  the  research  base  that  will  permit  us  to  stay  in  the  lead. 

Could  you  discuss  the  criteria  that  you  have  in  mind  for  Ad- 
vanced Technology  Program  projects,  and  will  you  be  requesting 
any  changes  in  those  criteria  in  your  authorizing  legislation  for  ex- 
ample, that  would  enhance  the  efforts  you  expect  through  your  siz- 
able increase?  We  are,  after  all,  looking  at  a  sizable  increase; 
around  $132  million,  I  believe,  for  this  program. 
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Mr.  Kammer.  Yes,  sir. 

Mr.  Price.  It  is  clearly  at  the  center  of  the  administration's  eco- 
nomic development  efforts.  Do  you  anticipate  any  significant  pro- 
gram changes? 

Mr.  Kammer.  I  will  give  you  two  concepts,  and  relate  one  of 
them  back  to  the  pulp  and  paper  industry,  which  I  think  has  an 
interesting  opportunity  and  threat  before  it. 

It  is  our  intention,  if  indeed  Congress  sees  fit  to  appropriate  this 
increase,  to  set  aside  part  of  it  to  focus  on  Advanced  Manufactur- 
ing Technology  testbeds,  and  the  concept  here  would  be  to  suggest 
to  industries  that  they  organize  themselves  into  a  consortium  and 
propose  to  us  to  create  a  testbed  where  they  can  work  on  innova- 
tive technology  together.  They  can  then  take  the  results  away  and 
apply  them  to  their  individual  cases.  This  concept  was  envisioned 
in  what  has  been  called  for  in  S-4,  which  is  probably  familiar  to 
you  and  has  been  incorporated  in  H.R.  820  in  the  House  bill  cur- 
rently under  consideration. 

The  second  concept  that  we  are  considering  at  the  moment  is  re- 
lated to  the  pulp  and  paper  industries,  and  related  to  all  the  chemi- 
cal processing  industries.  As  you  probably  know,  these  industries 
produce,  of  necessity  at  the  moment,  a  large  amount  of  environ- 
mental waste  in  the  process  of  production,  and  one  of  the  chal- 
lenges we  envision,  both  for  societal  reasons  and  also  to  be  interna- 
tionally competitive,  is  going  to  be  to  reduce  the  level  of  pollution 
created,  while  preserving  the  productivity  and  the  competitiveness 
of  the  industry. 

Indeed,  we  estimate  in  an  industry  such  as  the  pulp  and  paper 
industry  a  decrease  over  the  next  10  years  of  about  10  percent  in 
effluent,  accompanied  by  a  decrease  in  operating  costs  that  is  going 
to  be  required  to  stay  competitive,  which  is  exactly  the  case  you 
are  talking  about. 

One  of  the  issues  that  we  have  been  discussing  within  the  depart- 
ment is  perhaps  putting  an  environmental  emphasis  on  one  of  the 
competitions  where  the  focus  would  be  environmental  technology 
that  would  aid  our  industries  in  meeting  what  we  perceive  to  be  a 
future  challenge,  both  from  our  society  and  also  internationally. 

Mr.  Price.  Well,  as  we  expand  this  program  and  go  more  boldly 
into  these  areas,  there  clearly  are  some  questions  that  we  are  going 
to  have  to  answer  about  the  criteria  for  assistance,  and  the  criteria 
for  success.  How  do  we  judge  when  we  are  succeeding? 

Obviously,  we  don't  want  to  just  subsidize  industry  efforts  that 
would  be  undertaken  in  any  case.  At  the  same  time,  we  want  to 
undertake  projects  that  are  sufficiently  promising  to  ensure  a  fair 
and  measurable  return  on  our  taxpayer  investment. 

Do  you  have  any  concluding  thoughts  on  how  we  strike  that  bal- 
ance, and  in  particular,  how  we  make  that  judgment  about  wheth- 
er industries  are  likely  to  undertake  this  in  any  case  and  where 
the  Federal  effort  can  truly  make  a  difference? 

Mr.  Kammer.  Well,  with  respect  to  the  baseline  judgment,  I  feel 
in  the  long  run,  the  next  five  to  seven  years,  that  creation  of  jobs, 
creation  of  expanded  economic  activity,  and  new  businesses  are  the 
appropriate  measures.  That  is  a  tough  metric  to  draw  a  line  back 
to,  but  we  have  specific  cases.  We  have  funded  real  individuals.  If 
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these  particular  firms  grow  and  the  projects  that  we  funded  seem 
to  be  part  of  a  new  product  line,  arguably  there  is  a  relationship. 

With  respect  to  the  concept  of  when  can  you  be  sure  that  indus- 
try is  not  undertaking  an  activity  versus,  maybe  they  would  have 
done  it  anjrway  and  this  is  just  sort  of  a  pleasant  subsidy  for  them. 
I  would  say  then  that  is  a  prima  facia  case  that  the  proposer  here 
may  be  behind  the  power  curve. 

Mr.  Price.  Could  you  give  us  an  example  of  an  instance  where 
you  have  had  strong  proposals,  but  where  you  have  made  that  kind 
of  judgment? 

Mr.  Kammer.  There  have  been  a  number  of  proposals,  I  need  to 
be  careful  here  not  to  disclose  the  specific  proposals,  but  in  the 
chemical  processing  industry  where  we  came  to  know  that  other 
firms  in  that  industry  had  developed  the  same  idea  and  had  suc- 
ceeded. The  proposal  was  a  new  idea  for  the  proposing  firm,  but  an 
old  idea  for  some  of  the  other  firms  in  the  industry,  and  we  felt 
like  it  was  a  good  idea. 

On  the  other  hand,  you  know,  since  people  had  already  achieved 
this,  we  felt  like  it  was  not  really  our  place  to  be  the  organization 
that  supported  this.  They  ought  to  be  able  to  go  to  the  bank  and 
borrow  the  money  and  say  look  at  this  other  firm,  they  are  doing  it 
and  it,  is  working  great. 

Mr.  Price.  Mr.  Chairman,  I  have  a  question  or  two  about  the 
manufacturing  extension  program,  but  I  have  taken  a  good  deal  of 
time.  Perhaps  I  should  wait  for  the  second  round. 

Mr.  Smith.  Okay.  I  told  you  we  have  opened  up  both  NIST  areas. 
Since  you  are  testifying  on  both  areas,  we  will  go  back  to  Mr. 
Rogers. 

FY  1994  INVESTMENT  PROPOSALS 

Mr.  Rogers.  Thank  you,  Mr.  Chairman.  Now,  you  are  requesting 
$188  million  as  what  you  call  investments  for  both  NIST's  in-house 
research,  as  well  as  a  rather  dramatic  expansion  of  the  ATP  and 
MEP  programs.  But  in  order  for  us  to  fund  those  "investments", 
we  would  have  to  raise  the  spending  caps  that  we  are  living  under 
right  now  by  law,  and  thus  increasing  the  deficit,  or  we  have  to 
find  offsets  by  cutting  other  programs. 

How  can  we  handle  that  problem? 

Mr.  Kammer.  Sir,  we  are  way  above  my  pay  rate  and  level  of  ex- 
pertise. 

Mr.  Rogers.  You  requested  $103  million  in  the  stimulus  package 
to  expand  the  ATP  program,  and  as  you  know,  the  stimulus  package  is 
not  going  to  be  passed  in  its  current  form.  How  much  of  the  in- 
crease in  your  fiscal  1994  budget  request  was  tied  to  continuing 
funding  for  grants  made  if  the  stimulus  package  had  been  passed? 

Mr.  Kammer.  If  the  stimulus  package  had  been  passed,  we  would 
have  started  four  new  competitions  in  1993,  and  then,  of  course,  we 
would  have  had  the  follow-on  money  requirement  for  the  following 
year,  since  typically  the  projects  are  three  to  four  years  long  that 
are  supported. 

With  the  apparent  demise  of  the  stimulus  package,  we  find  that 
we  will  be  able  to  start  four  competitions  in  1994,  and  that  will  be 
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the  first  year  for  those.  So  the  basic  effect  is  that  there  is  a  about  a 
six  to  eight-month  slip  in  the  initiation  of  the  competitions. 

Mr.  Rogers.  Earlier  this  week  the  Inspector  General  spoke  to  us 
about  the  ATP  program.  He  indicated  the  government  is  entering 
uncharted  territory  here,  that  we  are  essentially  becoming  venture 
capitalists.  He  indicated  he  has  already  identified  problems  within 
the  existing  ATP  program  with  respect  to  accountability  of  the 
grant  recipients  who  receive  Federal  funds. 

He  also  raised  the  much  larger  question  that  instead  of  just 
pouring  money  into  an  existing  program,  are  we  developing  clear 
program  goals,  and  consequently  performance  standards  so  that  we 
can  judge  the  return  on  the  investment  as  my  colleague  from 
North  Carolina  just  mentioned.  He  indicated  his  willingness  to 
work  with  NIST  to  develop  those  standards. 

Now,  tell  us  what  specific  concerns  the  IG  conveyed  to  you  about 
the  existing  ATP  program  and  what  steps  you  have  taken  to  ad- 
dress those  concerns? 

Mr.  Kammer.  The  general  tenor  of  his  interest  is  much  as  you 
have  described  it.  One  of  the  things  that  we  did  initially  with  the 
ATP  program  and  have  continued  is  to  involve  the  IG.  We  felt  that 
we  were  starting  something  that  was  at  least  unlike  our  prior  expe- 
rience and  unlike  many  people's  prior  experience,  so  we  invited  the 
IG  in.  Instead  of  the  normal  methodology  where  maybe  three  or 
four  years  after  the  initiation,  there  is  an  after-the-fact  audit;  we 
invited  the  IG  in  to  be  our  house  auditor,  and  indeed  they  are  on 
all  60  projects. 

In  addition  to  that,  we  have  an  individual,  a  trained  economist 
who  also  has  taught  in  business  planning  at  MIT  in  the  past.  We 
have  engaged  that  individual  as  a  permanent  member  of  our  staff. 
She  is  in  charge  of  evaluation.  She  not  only  has  an  evaluation  plan, 
but  all  the  current  projects  have  already  been  baselined,  and  we 
will  continue  to  follow  these  projects  through  to  what  we  regard  as 
a  satisfactory  conclusion  in  terms  of  whether  or  not  they  were  a 
success  or  failure. 

Mr.  Rogers.  So  you  have  developed  performance  standards? 

Mr.  Kammer.  Yes,  sir,  specific  to  each  project. 

Mr.  Rogers.  I  am  sorry. 

Mr.  Kammer.  Specific  to  each  project,  because  they  vary. 

Mr.  Rogers.  And  you  have  refined  your  program  goals  and  objec- 
tives? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Rogers.  Is  that  in  a  written  form? 

Mr.  Kammer.  Yes,  sir.  The  plan  and  the  evaluation  documents 
are,  of  course,  available  if  you  would  like  to  see  it. 

Mr.  Rogers.  I  would,  yes.  If  they  are  not  too  lengthy,  could  you 
file  them  as  part  of  the  record? 

Mr.  Kammer.  There  is  a  summary  that  would  fit  admirably  in 
the  record  and  that  I  would  recommend  to  you. 

[The  information  follows:] 


1294 


ATP  Evaluation  Plan 


The  ATP  embraces  strongly  the  idea  that  program  evaluation  is  critical  to  the  development  of  a 
results -oriented,  efficiently  run  program.   Early  on,  an  evaluation  plan  was  developed  and  measurable 
goals  were  identified  against  which  to  track  performance.    The  evaluation  plan  contains  the  following 
four  principal  elements,  each  of  which  is  briefly  described  below: 

D  Assessing  Process  Effectiveness  and  Efficiency 

D  Profiling  Applicants,  Recipients,  Technologies,  and  Projects 

D  Tracking  Short -to-Medium-Term  Impacts 

a  Measuring  Long-Term  Economic  and  Other  Impacts 

Assessing  Process  Effectiveness  and  Efnciency 

The  first  element  in  the  evaluation  plan  monitors  operational  efficiency  since  it  bears  directly  on  the 
success  of  the  program.    Operationally,  the  ATP  carries  out  the  following  principal  activities  in 
support  of  its  mission: 

D  Soliciting  proposals 

D  Evaluating  proposals 

D  Awarding  funds  to  companies 

D  Debriefing  non-recipients 

D  Linking  recipients  to  relevant  research  and  facilities  at  NIST  (where  appropriate) 

D  Monitoring  progress  of  funded  projects  and  terminating  them  if  warranted 

D  Coordinating  ATP  activities  with  other  agencies 

To  evaluate  its  operational  performance,  the  ATP  collects  data  on  each  of  the  activities  listed  above. 
For  example,  it  tallies  the  number  of  application  kits  distributed,  number  of  proposals  received, 
number  of  research  entities  represented  in  submitted  proposals,  number  of  cooperative  research 
arrangements  formed,  industry  matching  funds  committed,  ATP  funding  requested,  percentage  of  non- 
award  applicants  requesting  and  receiving  debriefings,  number  of  resubmitted  proposals  and  the 
number  of  those  receiving  awards,  number  of  technical  and  business  reviews  and  reviewers,  number 
of  funded  projects,  etc.    Ratios  are  used  to  adjust  for  changing  budgets  and  numbers  of  proposals. 
These  and  related  measures  are  calculated  after  each  competition  and  by  fiscal  years.    Longer-term 
performance  measures  of  process  efficiency  will  emphasize  trends  in  ratio  data. 

Profiling  Applicants,  Recipients,  Technologies,  and  Projects 

The  second  element  of  the  evaluation  plan  profiles  applicants,  recipients,  technologies,  and  projects 
according  to  pertinent  characteristics.    The  resulting  information  is  needed  to  determine  compliance 
with  specific  legislative  directives  and  constraints;  to  answer  the  many  queries  received;  and  also  to 
manage  the  program  as  the  number  and  scope  of  projects  funded  increases.    An  extensive  database  on 
applicants,  award  recipients,  projects,  and  technologies  facilitates  analyses. 
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Examples  of  the  data  collected  are  the  distribution  of  applicants  and  awardees  by  size  and  type  of 
organization  and  the  type  of  application-single  applicant  or  joint  venture;  distribution  of  funding  by 
type  of  organization  and  technology;  and  distribution  of  applications,  awards,  and  participating 
organizations  by  location. 


Tracking  Short-to-Medium-Term  impacts 

The  third  element  tracks  the  developments  in  the  funded  projects  and  notes  particularly  those 
developments  that  are  expected  to  be  good  indicators  of  progress  towards  long-term  success.   The 
following  "interim  indicators"  are  examples  of  short-to-medium-term  outcomes  that  are  expected  to 
herald  progress  towards  long-run  economic  success; 

a  Increased  R&D  investment  in  generic  technologies 

D  Increased  collaborations/strategic  alliances 

□  Strengthened  technology  infrastructure 

□  Promotion  of  small  businesses 

D  Creation/retention  of  high-tech  jobs 

D  Conversion  of  Defense  companies  to  civilian  applications 

□  Achievement  of  technical  milestones 
D  Shortened  R&D  cycle 

D  Protection  of  intellectual  property  rights 

D  Investment  in  production  capacity 

□  Licensing  of  technology 

□  Improved  competitive  standing 

□  Increased  aggregate  industry-level  R&D  investments   traceable  to  demonstration  effect 
of  ATP 

Quarterly  and  end-of-year  company  reports,  data  collection  and  analyses  by  ATP  staff,  and  studies 
performed  by  participating  companies  and  third-party  contractor  interviews,  surveys,  and  case  studies 
are  ail  sources  of  information  in  support  of  this  element  of  the  evaluation  plan.    Currently,  ATP  has 
the  assistance  of  several  private-sector  experts,  including  a  university  professor  who  is  a  leading 
"technology  assessment"  expert,  and  a  contractor  recognized  for  program  evaluation  and  work  on 
science  and  technology  initiatives  for  economic  development  and  industrial  competitiveness.    A 
database  which  is  under  development  will  facilitate  future,  more  detailed  statistical  analysis  of  results.  . 

Studies  completed  to  date  in  support  of  this  element  of  the  evaluation  plan  include  SOLOMON 
Associates,  An  Assessment  of  Short-Term  Impacts:  First  Competition  Participants,  February  1993; 
and  Dr.  Albert  N.  Link,  Economic  Study  of  the  Printed  Wiring  Board  Joint  Venture  After  Two  Years, 
April  1993. 

Measuring  Long-Term  Economic  Impacts 

The  fourth  element  of  the  evaluation  plan  measures  long-term  economic  impacts  of  projects  funded. 
The  economic  impact  measures  relate  directly  back  to  the  ATP  mission  statement  and  are  designed  to 
assess  the  long-run  success  of  the  ATP  in  contributing  to  U.S.  economic  growth,  industrial 
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competitiveness,  and  job  creation.    Measures  of  long-run  success  of  the  program  will  focus  on  the 
degree  to  which  desirable  impacts  have  been  brought  about  in  the  following: 

a  Company  sales  and  value  added 

a  Manufacturing  costs/product  quality/time  to  market 

□  Market  share 

□  New  industry  creation 

D  Pollution  reduction  or  prevention 

□  Health  and  safety  effects 

□  Multiple-use  technology  creation 
D  Technology  infrastructure 

□  Employment 

□  International  trade  balance 

□  Return  of  investment  -  private  and  public  investment 

The  ATP  is  expected  to  stimulate  new  and  improved  products  and  processes  with  high-value  added; 
decrease  manufacturing  costs,  increase  yields,  decrease  time  to  market  and  increase  manufacturing 
productivity;  spawn  entirely  new  industries,  as  well  as  help  existing  industries  grow;  and  improve  the 
global  market  share  and  competitiveness  of  U.S.  companies.    The  ATP  is  also  expected  to  stimulate 
and  speed  the  development  of  new  medical  diagnostic  treatment  tools,  safer  products  and  processes, 
and  environmentally  benign  products  and  processes.    The  technologies  developed  are  expected  to 
affect  multiple  industries.  The  long-run  impact  measures  are  geared  to  determine  the  success  of  the 
ATP  in  meeting  these  expectations. 

Measurement  of  sales,  for  example,  indicates  the  degree  of  commercialization.    Measurement  of  value 
added  and  growth  of  new  industries  established  from  commercialized  products,  processes,  or  services 
are  first-order  approximations  of  the  contribution  of  the  ATP  to  economic  growth  via  contribution  to 
Gross  National  Product.    Growth  in  international  market  share  of  relevant  U.S.  industries  is  a  first- 
order  approximation  of  the  contribution  of  the  ATP  to  the  competitive  position  of  U.S.  businesses  in 
international  markets.    As  the  ATP  contributes  to  higher  international  market  shares  of  industries,  the 
competitive  position  of  these  industries  improves  and  their  ability  to  further  increase  sales  and  grow 
faster  also  improves.    Pollution  reduction  and  prevention,  and  health  and  safety  benefits  are  listed 
separately  because  they  tend  to  be  more  controversial  to  measure  in  dollar  terms  than  many  other 
effects. 

The  measurement  of  economic  impacts  of  the  ATP  requires  three  major  efforts:    (1)  the  development 
of  quantitative  measures  of  the  degree  of  influence  or  effect  that  the  ATP  has  on  the  introduction  and 
diffusion  of  each  new  technology  it  funds;  (2)  the  development  of  quantitative  and  qualitative 
measures  of  the  influence  or  effect  of  each  ATP-funded  technology  on  the  economy-including  the 
private  and  social  impacts;  and  (3)  the  estimation  of  private  and  social  costs  of  developing  each  new 
technology.    Private  impact  denotes  the  net  effect  of  a  new  technology  development  on  the  profit 
streams  of  private  industry;  social  impact  denotes  the  total  net  effect  of  a  new  technology 
development  on  the  nation  at  large,  covering  a  variety  of  influences  or  effects.    Private  rates  of  return 
on  investment  are  computed  by  relating  the  stream  of  time-adjusted  private  benefits  to  time-adjusted 
private  costs  in  appropriate  formulae.   Social  rates  of  return  on  investment  are  computed  by  relating 
the  stream  of  time-adjusted  quantifiable  social  benefits  to  time-adjusted  quantifiable  social  costs. 
Public  rates  of  return  on  investment  are  computed  by  relating  that  part  of  total  quantifiable  social 
benefits  that  are  attributable  to  Federal  expenditure  to  the  time-adjusted  Federal  expenditure.   Rate-of- 
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return  measures  are  particularly  useful  for  comparing  the  efficiency  of  using  capital  in  one  endeavor 
as  compared  with  alternative  endeavors. 

With  respect  to  measurement  methodology  and  impact  evaluation  techniques,  the  ATP  planned 
approach  focuses  on  estimating  specific  benefits  and  costs  of  developing  new  technologies,  estimated 
through  a  microeconomic  case-study  approach.    A  macroeconomic  modelling  approach  is  not 
considered  a  feasible  approach,  given  the  magnitude  of  the  funding  amounts  relative  to  aggregate 
measures  of  the  economy  and  the  intricacies  of  cause  and  effect.    The  case  studies  will  be  in  the 
tradition  of  an  established  body  of  microeconomic  case  studies  of  net  benefits  and  social  rates  of 
return  from  technology  investments.    Statistical  sampling  techniques  will  be  employed  to  select 
projects  for  detailed  analysis. 

It  is  premature  to  assess  long-run  economic  impacts  because  projects  funded  by  ATP  are  multi-year 
and  all  are  still  in  the  R&D  phase  of  the  product/process  development  cycle.     In  most  cases,  it  will 
be  a  minimum  of  several  years  after  the  ATP-funded  work  is  completed  before  the  technologies  will 
be  incorporated  into  products  for  sale,  although  there  is  some  early  evidence  of  newly  developed 
technologies  already  moving  into  commercial  products. 
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Mr.  Rogers.  And  you  are  going  to  continue  to  work  with  the  IG? 
Mr.  Kammer.  Yes,  sir. 

MANUFACTURING  EXTENSION  PARTNERSHIP 

Mr.  Rogers.  Now,  as  I  understand,  you  are  proposing  to  expand 
some  existing  programs,  the  Manufacturing  Technology  Centers 
and  the  State  Technology  Extension  Program,  as  well  as  add  new 
Manufacturing  Outreach  Centers;  is  that  correct? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Rogers.  How  will  these  programs  interact  with  each  other? 

Mr.  Kammer.  Well,  the  ultimate  concept  that  we  have  in  mind  is 
a  goal  that  the  President  set  for  us,  which  is  to  create  100  manufac- 
turing centers  across  the  United  States  in  the  next  four  years.  We 
see  this  as  a  mix  of  Manufacturing  Technology  Centers,  which  are 
roughly  $3  million  of  Federal  money  and  $3  million  matched  of 
local  money,  so  a  $6  million  total  effort,  combined  with  manufac- 
turing outreach  centers. 

The  Manufacturing  Outreach  Centers  are  junior  MTCs,  if  you 
will.  They  are  responsible  for  roughly  2,000  firms  in  an  area  of  re- 
sponsibility as  opposed  to  an  MTC  which  might  be  responsible  for 
5,000  to  6,000  firms.  They  are  not  necessarily  going  to  have  all  of 
the  same  skills  on  the  site  that  an  MTC  would,  but  they  will  have 
electronic  communication  ability  back  to  the  MTC  and  also  to 
NIST,  so  that  they  can  draw  on  that  expertise,  and  indeed,  we  hope 
to  involve  also  DOE  laboratories  and  NASA  laboratories  in  this  in- 
formation infrastructure. 

Additionally,  if  you  were  to  do  a  map  of  the  United  States  and 
try  and  plot  the  areas  where  there  are  5,000  to  6,000  manufactur- 
ing firms  in  a  dense  area,  you  would  discover  that  there  are  about 
30  such  areas,  at  least  that  is  our  current  level  of  understanding. 
There  are  a  lot  of  areas  that  have  a  less  dense  distribution  of  man- 
ufacturing firms,  and  yet  could  profit  from  this  assistance.  In  the 
rural  areas,  particularly,  we  imagine  these  MOCs  could  make  a 
contribution  also. 

In  the  final  pattern,  we  would  hope  to  have  perhaps  two-thirds 
MOC,  maybe  a  third  MTC. 

Mr.  Rogers.  And  what  will  they  do? 

Mr.  Kammer.  They  work  with  small  and  medium-sized  firms  to 
assist  them  to  incorporate  useful  manufacturing  technology  in 
their  ongoing  lines  of  business.  This  is  not  an  attempt  to  encourage 
these  firms  to  develop  new  technology  by  themselves,  but  rather  to 
adopt  the  best  available  practice  to  their  specific  manufacturing 
firms.  The  analogy  of  the  agricultural  extension  agent  to  the 
farmer  is  not  perfect,  but  it  is  at  least  provocative  of  the  idea  that 
we  are  trying  to  strike. 

We  have  had  some  initial  success.  The  evaluations  that  we  have 
done  in  New  York  and  Ohio,  for  firms  that  we  have  worked  with 
for  at  least  two  years,  show  a  15  percent  increase  in  jobs,  seven 
percent  increase  in  productivity  and  a  34  percent  increase  in  sales. 

I  would  not  want  to  draw  strong  conclusions  from  that,  because 
it  is  a  pretty  small  sample,  but  it  is  exciting.  At  least  it  is  not  a 
negative  inference. 
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Mr.  Rogers.  Well,  I  will  bet  you  that  the  sales  manager  for  one 
of  those  firms  is  claiming  credit  for  that  increase. 

Mr.  Kammer.  And  he  should,  I  wish  he  would,  as  long  as  the  in- 
crease takes  place,  I  am  pleased.  We  have  a  statutory  Visiting 
Committee  that  comes  in  and  evaluates  NIST  on  a  four-times-a- 
year  basis.  It  is  made  up  of  people  mostly  from  industry,  and  a  few 
people  from  the  academic  community,  nobody  from  government,  by 
law,  and  as  you  can  imagine,  they  are  pretty  pragmatic  people,  and 
they  have  told  us  that  they  wanted  to  see  this  for  themselves,  and 
the  best  thing  that  we  could  think  of  to  do  was  bring  in  the  leaders 
of  some  of  these  small  firms  that  we  have  worked  with,  and  we  just 
let  the  Visiting  Committee  talk  to  them.  They  seemed  very  com- 
mitted to  saying  that  this  MTC  concept  had  been  of  assistance  to 
them.  I  can  not  really  see  what  would  have  motivated  them  other 
than  sincerity. 

Mr.  Rogers.  How  do  you  pick  which  factories  or  companies  to 
take  on? 

Mr.  Kammer.  The  ones  that  are  willing  to  listen  to  us.  In  an  area 
such  as  Cleveland,  which  is  one  of  the  ones  that  I  think  I  personal- 
ly know  best,  since  I  have  studied  it  the  most,  there  are  upwards  of 
7,000  firms.  This  is  a  characteristic,  rust  belt  kind  of  an  area,  and 
there  are  a  lot  of  small  and  medium-sized  firms  that  have  been 
going  on  in  the  same  fashion  for  a  long  period  of  time,  living  on  a 
smaller  set  of  rations  each  year  because  they  have  not  been 
making  changes.  It  is  amazing,  but  changes  such  as  using  comput- 
erized inventory  systems  to  reduce  the  amount  of  time  that  you 
have  inventory  sitting  idle  make  big  differences. 

Some  people  are  willing  to  change  and  they  get  quite  excited, 
they  become  self-motivated;  some  are  not.  At  the  moment,  the 
people  at  the  MTC  are  trying  to  work  with  the  people  that  get  ex- 
cited. 

Mr.  Rogers.  How  could  you  conceivably  offer  anywhere  near  the 
majority  of  those  companies  assistance? 

Mr.  Kammer.  We  are  finding  in  the  case  of  Cleveland,  in  the 
case  of  Albany,  and  in  the  case  of  South  Carolina,  that  they  can 
add  about  200  new  firms  to  their  relationship  a  year,  and  that  is 
about  the  rate  that  they  can  proceed  at  and  be  useful. 

Mr.  Rogers.  I  would  assume,  for  example,  in  the  Cleveland  area 
that  there  are  a  number  of  those  companies  in  competition  with 
one  another. 

Mr.  Kammer.  Yes,  sir. 

Mr.  Rogers.  Quite  a  few,  I  would  suspect.  You  help  one  of  those 
competitors  to  the  disadvantage  of  the  others. 

Mr.  Kammer.  I  hope  it  motivates  the  other  competitors  to  come 
and  demand  assistance. 

Mr.  Rogers.  I  mean  is  that  fair?  For  these  other  people's  taxes  to 
be  used  to  aid  their  competitor  to  out-compete  them? 

Mr.  Kammer.  Well,  in  some  respects,  any  competition  ultimately 
rests  on  the  resources  of  the  individual  competing,  and  there  is, 
therefore,  sort  of  an  inherent  unfairness  in  that  people  start  with 
different  levels  of  intelligence,  different  levels  of  energy.  I  respect- 
fully direct  your  attention  also  to  the  thought  that  while  we  are 
considering  how  we  compete  among  ourselves,  we  must  also  consid- 
er how  we  compete  with  our  foreign  country  competitors.  There  are 
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170  entities  in  Japan  very  similar  to  the  MTCs.  Indeed,  the  concept 
that  we  are  pursuing  is  derived  from  studying  them. 

Mr.  Rogers.  Well,  is  there  some  notice  put  out  to  7,000  units  in 
Cleveland  that  this  is  available  to  each  one  of  them? 

Mr.  Kammer.  The  most  successful  techniques  that  we  have  had 
for  contacting  people  have  been  to  work  with  entities  such  as  the 
chamber  of  commerce,  to  work  with  the  rotary  clubs,  to  also  spend 
time  working  with  service  vendors  that  work  with  small  and 
medium-sized  businesses  making  ourselves  known  to  them  and 
then  they  help  us  make  ourselves  known  to  others. 

I  wish  I  could  tell  you  that  all  7,000  firms  perhaps,  whatever  the 
right  number  is,  in  Cleveland  had  knowledge  of  the  MTC  and  had 
decided,  yes,  I  want  it  or,  no,  I  do  not.  I  am  afraid  I  can  not  tell  you 
that,  but  we  are  doing  our  best,  and  it  is  improving. 

Mr.  Rogers.  I  appreciate  that  the  Agricultural  Extension  Service 
analogy  that  you  have  given  us  is,  I  am  sure,  fairly  true. 

However,  I  don't  know  how  we  avoid  the  government  picking  a 
winner  and  a  loser,  and  I  don't  want  us  in  that  game.  I  believe  I 
am  enough  of  a  believer  in  the  free  enterprise  system  that  the 
cream  will  rise  to  the  top,  and  the  best  competitive  product  will  be 
made  out  there  if  we  leave  them  alone.  But  if  we  go  in  and  pick 
John  Jones  over  Bill  Smith  and  say  we  are  going  to  help  you,  we 
are  going  to  give  you  some  secrets  that  we  have  learned  across  the 
country  over  here  that  will  help  you  beat  out  Bill  Smith,  I  don't 
think  that  is  the  government's  role. 

Now,  can  you  help  me  with  that? 

Mr.  Kammer.  Well,  if,  indeed,  we  were  concealing  our  presence 
from  Bill  Smith  while  we  helped  Bob  Jones,  I  think  you  could 
create  that  defect,  and  it  is,  I  think,  an  unfair  one,  considering  we 
are  using  tax  money.  As  long  as  we  do  our  level  best  to  make  our- 
selves equally  available  to  all,  if  Smith  says  yes  and  Jones  says 
maybe  tomorrow,  I  really  feel  that  is  his  decision  rather  than  the 
government's  decision.  It  is  not  a  bad  balance,  in  my  personal  point 
of  view,  between  that  and  the  need  to  remain  competitive  with  our 
foreign  competitors  who  are  selling  in  the  United  States  at  the 
same  time  we  are. 

DEFENSE  CONVERSION 

Mr.  Rogers.  Well,  many  of  our  foreign  competitors,  are  subsi- 
dized— the  national  government  subsidizes  most  of  their  operations. 
That  allows  them  to  take  advantage  of  our  refusal  to  do  that.  So 
our  system  is  not  comparable  to  our  competitors,  and  yet  we  have 
not  done  too  bad  over  the  years  in  competition. 

So  I  think  we  need  to  proceed  carefully.  Is  the  national  govern- 
ment, in  its  infinite  wisdom,  picking  winners  and  losers,  not  just 
sectors  of  industries,  but  particular  plans,  which  is  even  worse?  I 
believe  that  when  the  national  government  begins  to  interfere  and 
nationally  plan  what  industries  do,  we  are  going  against  what  the 
Russians  have  learned  is  not  a  very  wise  thing  to  do. 

That  is  the  reason  why  they  are  privatizing  in  Russia.  It  seems 
we  are  moving  in  the  other  direction. 

Now,  will  you  be  receiving  funding  from  DOD  for  some  of  these 
activities? 
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Mr.  Kammer.  Yes,  sir. 

Mr.  Rogers.  Can  you  give  us  a  breakdown  of  the  amount  of  fund- 
ing DOD  is  contributing  to  this  initiative  and  the  amount  NIST  is 
contributing  for  1994? 

Mr.  Kammer.  The  total  defense  conversion,  is  just  under  $500 
miUion — as  I  recall,  $490  million.  Of  that,  our  expectation  is  that 
ARPA  will  ask  NIST  to  manage  somewhere  between  $100  million 
and  $120  million,  all  through  technology  deployment  activities, 
which  is  very  comparable  to  the  MTCs  and  the  MOCs,  the  Manage- 
ment Outreach  Centers. 

Our  total  proposal  for  those  in  1994  is  an  increase  of  $12  million, 
which  would  carry  us  to  a  total  of  $30  million. 

Mr.  Rogers.  That  is  for  1994? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Rogers.  What  about  future  years? 

Mr.  Kammer.  My  understanding  is  that  the  defense  conversion 
money  is  a  one-time  event,  and  that  the  money  is  available  for 
spend-out  over  three  years.  If  it  were  $100  million,  that  would  be 
roughly  $30  to  $35  million  a  year  for  the  three  years,  against  us 
spending  about  $30  million,  at  least,  in  1994. 

Mr.  Rogers.  After  which,  the  Subcommittee  will  have  to  find  the 
money  from  our  own  allocation,  if  at  all? 

Mr.  Kammer.  If  at  all. 

Mr.  Rogers.  In  other  words,  we  would  have  to  pick  up  that  fund- 
ing level  after  three  years? 

Mr.  Kammer.  After  three  years.  It  would  be  my  hope  that  we 
would  be  able  to  persuade  a  lot  of  people.  We  have  to  persuade  our 
bosses  in  the  administration,  as  well  as  our  bosses  here,  to  allow  us 
to  take  responsibility  for  the  successful  programs  that  have  been 
started  by  this  process. 

Mr.  Rogers.  Well,  it  seems  to  me  that  this  is  an  awfully  big  bite 
to  take  at  one  time.  This  is  an  immense  increase  over  a  one-year 
period.  I  am  not  sure  that  we  can  get  all  that  done  in  the  time- 
frame you  outlined.  I  would  like  to  see  us  go  a  little  slower  and  feel 
our  way  along  to  be  sure  that  we  are  doing  the  right  thing  because, 
number  one,  it  is  a  lot  of  money,  and  number  two,  I  am  not  sure 
we  can  spend  it  that  quickly  without  wasting  a  lot  of  it. 

So  I  would  hope  that  we  would  be  a  little  more  cautious  as  we 
move  along  here. 

Mr.  Kammer.  If  I  could  volunteer  a  fact  that  may  be  somewhat 
reassuring,  the  ATP  program,  which  of  course  is  the  majority,  $132 
million  of  the  money,  has  so  far  been  able  to  fund  approximately 
one  in  ten  of  the  applicants  that  come  before  it.  Of  the  660  propos- 
als that  we  have  had  that  met  the  minimum  qualifications,  we 
have  been  able  to  fund  60.  That  is  very  conservative  by  any  other 
kind  of  proposal  process  that  I  am  familiar  with  in  NSF  or  in 
ARPA,  and  it  seems  very  likely  that  we  would  be  able  to  operate 
on  exactly  the  same  level  of  proposal  rate  and  probably  fund  quite 
a  few  more  proposals  that  come  in. 

Mr.  Rogers.  Thank  you. 

Mr.  Smith.  Mr.  MoUohan? 

Mr.  MoLLOHAN.  Thank  you,  Mr.  Chairman. 
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MANUFACTURING  EXTENSION  PARTNERSHIP 

Mr.  Kammer,  welcome.  The  Manufacturing  Technology  Centers 
which  you  were  discussing  with  Mr.  Rogers,  they  are  in  the  nature, 
would  I  be  fairly  accurately  describing  them — as  describing  them 
in  the  nature  of  a  technical  extension  service,  perhaps  analogous  to 
the  agriculture  extension  service,  I  think  most  of  us  are  pretty  fa- 
miliar with? 

Mr.  Kammer.  Yes,  sir.  I  am  personally  pretty  comfortable  with 
that  analogy.  I  think  it  pulls  most  of  the  right  ideas  out. 

Mr.  Smith.  Really,  if  you  will  let  me  interject  here,  they  have 
two  programs,  though.  One  is  the  Manufacturing  Technology  Cen- 
ters and  the  other  one  is  this  program  that  you  call — what  do  you 
call  it? 

Mr.  Rogers,  Outreach. 

Mr.  Kammer.  The  Manufacturing  Outreach  Centers. 

Mr.  Smith.  It  only  has  a  million  and  a  half? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Smith.  It  is  the  one  that  the  Science  and  Technology  Com- 
mittee has  pushed,  which  really,  in  my  judgment,  does  about  20 
percent  of  what  SBDC's  do.  In  other  words,  it  is  excess  baggage. 
The  Manufacturing  Technology  Centers  are  the  ones  that  are 
really  doing  the  job  of  technology  transfer. 

I  know  you  don't  want  to  comment  on  what  I  said  there. 

Mr.  MoLLOHAN.  I  was  asking  about  those,  Mr.  Chairman. 

Mr.  Smith.  So  when  you  say  "extension,"  some  people  might  get 
that  mixed  up  with  this  million  and  a  half  dollar  program? 

Mr.  MoLLOHAN.  I  was  asking  about  the  Manufacturing  Technolo- 
gy Centers. 

Mr.  Kammer.  There  are  several  of  them;  there  are  no  Manufac- 
turing Outreach  Centers  yet.  So  I  would  be  presumptuous  to  char- 
acterize their  performance  when  we  have  not  performed  yet. 

Mr.  Smith.  We  have  about  520  of  those  SBDCs. 

Mr.  MoLLOHAN.  Which  is  certainly  an  outreach  effort. 

Mr.  Smith.  Yes. 

Mr.  MoLLOHAN.  Are  all  industries,  businesses,  and  manufactur- 
ing shops  in  a  reasonable  geographical  area  invited  to  avail  them- 
selves of  the  services  that  are  offered  by  the  Manufacturing  Tech- 
nology Centers? 

Mr.  Kammer.  Yes,  sir.  We  are  finding  that  the  Manufacturing 
Technology  Centers  which  are  managed  locally  tend  to  all  provide 
similar  basic  services  that  have  to  do  with  assistance  in  automa- 
tion, which  is  a  common  need,  assistance  in  inventory  control,  and 
assistance  in  controlling  work-in-progress  kinds  of  activities. 

In  addition  to  that,  we  are  finding  that  each  of  the  centers  is  sort 
of  focusing  on  a  specialty  that  is  characteristic  of  the  area.  For  in- 
stance, the  one  in  California  is  focusing  on  electronics;  the  one  in 
Cleveland  on  metal  removal,  using  lathes  and  the  like,  which 
seems  perfectly  sensible  to  me. 

Mr.  MoLLOHAN.  Really,  the  focus  of  my  question  was  access. 

Mr.  Kammer.  The  MTC's  are  open  to  all. 

Mr.  MoLLOHAN.  Open  to  all?  And  it  is  limited  only  by  the  incli- 
nation of  the  businesses  in  the  area  to  avail  themselves  of  the  serv- 
ice; isn't  that  correct? 
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Mr.  Kammer.  That  is  exactly  the  intent. 

Mr.  MoLLOHAN.  Would  it  be  accurate  to  say  that  there  is  no  se- 
lection process  involved  on  the  part  of  the  MTC?  I  mean,  you  don't 
go  out  and  pick  winners  and  pick  losers. 

Mr.  Kammer.  We  are  attempting  to  interest  all  in  the  area, 
rather  than  decide  if  we  will  select  a  particular  company. 

Mr.  MoLLOHAN.  I  think  it  is  important  in  this  whole  discussion  to 
understand  the  role  of  each  of  the  various  agencies  that  are  collec- 
tively coming  to  implement  the  competitiveness  policy  as  I  under- 
stand it,  the  function  of  MTCs  is  for  this  outreach  activity,  inviting 
anybody  in  their  convenient  geographical  area  to  avail  themselves 
of  the  particular  service  of  an  MTC- — 

Mr.  Kammer.  Yes,  sir. 

Mr.  MoLLOHAN  [continuing].  And  to  provide  a  reference  service  for 
technology  transfer  that  would  be  most  applicable  to  the  needs  of 
that  particular  compzmy  if  that  particular  MTC's  focus  did  not 
answer  the  particular  problems,  isn't  that  correct? 

Mr.  Kammer.  That  is  exactly  correct.  They  have  access  back  to 
NIST,  I  believe  there  is  no  area  of  manufacturing  technology  for 
which  we  are  not  capable  of  finding  the  answer,  if  we  do  not  have 
it  ourselves. 

TECHNOLOGY  ADMINISTRATION 

Mr.  MoLLOHAN.  In  fact,  you  are  becoming  quite  a  network,  aren't 
you,  as  you  cooperate  with  ARPA  and  you  cooperate  with  the  other 
agencies  involved? 

Which  leads  me  to  my  next  question.  What  role  is  the  Technolo- 
gy Administration  pla5dng  in  Commerce  to  facilitate  this  coopera- 
tion between  ARPA's,  the  Office  of  Science,  Technology  and  Poli- 
cy's, and  the  National  Economic  Council's?  Are  you  far  enough 
along  in  this  process  that  you  can  give  us  an  idea  of  how  you  are 
going  to  integrate  this  agenda  so  the  Federal  government  doesn't 
end  up  with  overlapping  funds  and  duplicative  responsibilities? 

Mr.  Kammer.  I  think  I  see  how  it  is  going  to  work  at  the  operat- 
ing level — and  I  will  give  you  an  example;  NIST  will  work  directly 
with  other  laboratories,  and  we  recently  signed  a  memorandum  of 
understanding  with  Sandia,  which  is  a  wonderful  national  laborato- 
ry, to  collaborate  on  a  road  map  that  was  developed  by  the  semi- 
conductor industry  association.  They  have  identified  their  needs 
over  the  next  15  years  for  technical  support,  and  between  Sandia 
and  NIST,  we  have  agreed  to  undertake  to  provide  support  in  the 
areas  that  are  generic  in  nature  and  where  we  think  we  can  be  of 
assistance. 

That  is  the  kind  of  thing  that  requires  immediate  technology.  It 
requires  the  ability  to  make  a  commitment  to  them,  to  order  people 
into  the  lab;  it  is  appropriately  done  at  the  NIST  level. 

At  the  next  level  up,  we  need  to  work  out  relationships  for  such 
things  as  the  government-wide  policy  on  intellectual  property, 
which  is  an  assignment  that  has  been  given  to  TA  by  law.  That  of 
course  determines  how  an  awful  lot  of  people  act,  and  how  you 
make  your  money  besides  how  you  are  going  to  act  a  lot  of  times. 

And  in  addition  to  that,  TA  will  have  the  responsibility  for  work- 
ing with  entities  such  as  the  National  Economic  Council,  which  is 
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just  inventing  itself  at  the  moment,  and  also  the  processes  that 
OSTP  oversees,  which  are  called  FCCSET  studies.  Our  role  in  that 
is  to  provide  technical  support  and  advice;  but  indeed  they  would 
be  the  senior  representative  and  spend  the  enormous  amount  of 
time  it  takes  to  get  one  of  those  reports  out. 

TECHNOLOGY  TRANSFER 

Mr.  MoLLOHAN.  In  terms  of  transferring  research  and  develop- 
ment to  the  application  on  the  shop  floor  in  a  period  of  time  that 
really  does  create  competitiveness  with  our  foreign  or  other  competi- 
tion, how  do  you  see  the  roles? 

I  look  at  the  traditional  DARPA  role  and  apply  that  to  the 
ARPA  role;  and  I  foresee  that  perhaps  winners  and  losers  might  be 
chosen.  I  wouldn't  choose  to  say  it  that  way,  but  since  we  have  al- 
ready used  those  words,  I  believe  that  critical  technologies 
would  be  identified  by  ARPA.  Then  I  would  foresee  research  and 
development  and  perhaps  some  insertion  effort  with  specific  com- 
panies in  order  to  prove  that  technology.  It  is  my  impression  that, 
the  function  of  NIST  would  be  more  to  facilitate  technology  trans- 
fer at  a  different  level,  at  the  marketplace  level.  Is  that  being 
envisioned? 

Mr.  Kammer.  I  think  that  is  a  good  model.  The  reason  why 
ARPA  is  in  a  position  where  it  is  often  selecting  a  particular  tech- 
nology is,  of  course,  it  knows  its  customer,  which  is  the  rest  of  the 
Department  of  Defense;  and  it  knows  that  there  is  a  specific  need, 
and  their  primary  objective  is  to  serve  that  need,  the  need  of  the 
uniformed  services.  That  has  had  the  wonderful  effect,  in  a  number 
of  cases,  of  creating  other  technologies. 

I  would  say  the  Department  of  Defense  and  DOE  national  labs 
created  the  supercomputing  industry  out  of  their  needs.  Now  the 
same  supercomputers  are  being  used  by  civilian  agencies,  used  for 
design  of  very  d3aiamic  features  for  automobiles.  It  is  indeed,  as  I 
understand  it-when  we  meet  supercomputer  vendors,  a  U.S.  one 
h£is  sold  40  computers  for  civil  applications  in  the  last  four  years. 

There  is  an  example  where  I  am  not  sure  there  ever  was  or 
would  have  been  a  potential  for  a  NIST  role.  That  one  arose  com- 
pletely from  a  number  of  other  technologies  including  materials 
technology,  where  DARPA  and  others  are  paying  for  fighter  air- 
plane structures  made  out  of  a  composite.  It  is  acceptable  to  the 
Department  of  Defense  to  have  the  cost  of  that  be  high,  because 
they  need  the  performance  very  badly.  In  a  civil  environment,  that 
is  unacceptable. 

I  mean,  this  role  might  then  focus  on  research  that  would  reduce 
the  cost,  make  the  manufacturing  costs  more  efficient.  I  like  that 
model,  yes. 

Mr.  MoLLOHAN.  And  then  you  would  see  that  transferring  role 
being  played  out  by  you  and  the  folks  that  you  work  with? 

Mr.  Kammer.  Yes,  sir. 

MANUFACTURING  TECHNOLOGY  CENTERS 

Mr.  MoLLOHAN.  With  regard  to  the  Manufacturing  Technology 
Centers,  the  President  talked  about  there  being  100  of  these,  and 
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yet  you  have  a  very  small  amount  of  money.  Requested  this  year 
for  this  purpose — $12  million,  I  believe. 

Mr.  Kammer.  Yes,  sir. 

Mr.  MoLLOHAN.  How  far  down  the  road  do  you  expect  to  get  with 
$12  million? 

Mr.  Kammer.  If  the  defense  conversion  process  plays  out  as  I  be- 
lieve it  will,  the  five  or  so  that  we  selected  from  there,  plus  the 
two 

Mr.  MoLLOHAN.  From  the  12? 

Mr.  Kammer.  No,  no.  Sorry.  We  have  seven  already  under  way. 
With  our  $12  million  requested  increase,  we  can  start  two  Manu- 
facturing Technology  Centers;  and  to  start  up  eight  Manufacturing 
Outreach  Centers  and  focus  on  some  State  Technology  Extension 
Program  grants  as  well,  and  then  use  the  defense  conversion 
money  to  start  perhaps  another  five  MTCs.  So  it  would  be  five  plus 
two  would  be  seven.  Those  seven  plus  the  seven  we  already  have 
would  carry  us  to  14. 

Mr.  MoLLOHAN.  Are  you  talking  about  in  fiscal  year  1994? 

Mr.  Kammer.  In  1994  and  1995. 

Mr.  MoLLOHAN.  And  the  conversion  money  you  are  talking  about 
is  1994  money? 

Mr.  Kammer.  It  starts  in  1993,  and  that  money  then,  which  is 
one-time  money,  has  to  be  spent  out  over  three  years;  so  we  might 
spend  a  third  each  year  over  the  next  three  years — 1993,  1994,  and 
1995.  It  probably  falls  a  little  bit  in  1996,  because  of  the  time  of 
year  we  are  in. 

But  if  we  could  double  the  MTCs  in  the  next  12  months,  which  I 
believe  is  possible  from  the  combination  of  these  two,  that  would 
not  only  be,  I  think,  an  important  accomplishment,  but  I  will  tell 
you  that  we  have  probably  exhausted,  for  this  year  at  least,  the 
supply  of  adequate  proposals.  I  do  not  believe  there  are  10  propos- 
als out  there  that  are  comparable  to  the  seven  that  are  already 
funded.  I  would  be  delighted  to  be  proven  wrong,  but  I  do  not  be- 
lieve there  are. 

Mr.  MoLLOHAN.  There  is  a  recurring  obligation  in  the  outyears  to 
support  these? 

Mr.  Kammer.  Yes,  sir. 

Mr.  MoLLOHAN.  Could  you  give  the  committee  an  idea  of  what 
the  obligation  will  be  into  the  outyears  to  support  these  centers? 

Mr.  Kammer.  The  rate  of  commitment,  let's  see,  for  the  ARPA 
activities,  for  the  MTC  part  of  the  activities. 

Mr.  Mollohan.  For  the  MTCs  created  with  the  ARPA  money, 
which  will  be  your  responsibility,  will  you  have  to  pick  up  additional 
obligations? 

Mr,  Kammer.  Right,  it  will  be  about  $15  million  a  year  for  out- 
year  increases.  It  is  roughly  $3  million  for  each  center;  that  is  how 
I  am  doing  this  in  my  head. 

Mr.  Mollohan.  We  are  up  to  how  many  MTCs? 

Mr.  Kammer.  Fourteen,  so  it  is  basically  14  times  3,  which  is, 
will  fit  into  the  $37  million  adjusting  for  the  phase-down  in  fund- 
ing for  the  older  centers. 

Mr.  Mollohan.  You  gmticipate  the  cost  of  supporting  each  MTC 
to  be  approximately  $3  million  a  year? 
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Mr.  Kammer.  Yes,  sir,  for  the  government.  There  is  also  H.R. 
820,  which  is  currently  under  consideration,  which  changes  some  of 
the  rules.  The  current  pattern  is  that,  the  government  supports  the 
50  percent  rate  for  three  years;  and  then  in  the  fourth  year,  a  40 
percent  rate;  and  the  fifth  year,  30  percent;  and  20  percent  in  the 
sixth  and  final  year. 

The  legislation,  H.R.  820,  is  considering  amendments  and  discus- 
sion that  would  suggest  that  the  government  rate  of  support  would 
stabilize  at  a  third  and  would  continue  past  the  sixth  year.  And  I 
do  not  know  how  that  is  going  to  come  out,  so  the  rules  could 
change  in  the  middle  of  the  game. 
Mr.  MoLLOHAN.  Okay.  Thank  you. 
Mr.  Moran? 

Mr.  Moran.  Thank  you,  Mr.  Mollohan. 

The  situation  that  I  face  in  my  district  is  similar  to  what  Mr. 
Price  faces  with  Triangle  Park  and  others.  It  seems  as  though  the 
MTCs  have  had  a  particular  reliance  upon  capital  intensive  conver- 
sion and  applications.  In  Northern  Virginia,  we  have  a  major  role 
in  defense  contracting,  but  it  is  not  a  capital  intensive  one,  it  is 
really  a  human  resource  technology  or  information  orientation. 

Now,  are  these  industries  going  to  play  a  role  in  your  expansion 
of  the  MTCs? 

Mr.  Kammer.  We  are  proposal  driven.  We  so  far  have  not  seen  a 
proposal  that  was  focused  on  sort  of  the  intellectual  service  indus- 
try, if  you  will. 
Mr.  Moran.  The  software,  the  intelligence? 

Mr.  Kammer.  Yes.  It  is  such  a  large  component  of  the  future 
economy  that  it  would  be  wonderful  to  see  such  a  proposal,  but 
thus  far,  the  proposals  have  tended  to  be  viewed  as  proposals  that 
focused,  as  you  say,  on  capital  intensive  industries,  on  areas  where 
it  is  a  very  large  effort  to  make  change. 
But  that  would  be  an  interesting  topic  to  address. 
Mr.  Moran.  Thank  you.  Some  of  the  firms  that  have  been 
funded,  by  DARPA  particularly,  in  the  past  have  expressed  some 
concern  that  there  might  not  be  as  much  pressure  for  outreach  to 
minorities  and  women  enterprises;  and  I  think  it  might  be  useful  to 
get  your  commitment  on  the  record  in  that  regard. 

I  am  sure  you  are  going  to  assure  them  that  there  will  be  at  least 
as  much  commitment  as  in  the  past.  Actually,  I  haven't  been  all 
that  impressed  by  DARPA's  outreach  in  that  area  as  it  is. 

Mr.  Kammer.  The  current  administration  has  a  commitment  to 
diversity  that  I  know  is  well-known  to  you,  sir. 

Mr.  Moran.  I  think  that  is  true.  Any  of  us  who  have  tried  to  rec- 
ommend a  white  male  to  any  job  in  the  administration  have  come 
to  realize  very  quickly  the  commitment  to  diversity. 

Mr.  Kammer.  Ron  Brown  has  very  effectively  and  intensely  con- 
veyed his  commitment  to  this,  too,  and  we  will  do  as  our  bosses 
wish  us  to  do. 

Mr.  Moran.  Okay.  Good.  Well,  fine.  I  won't  take  up  much  more 
of  your  time.  I  thank  you  for  the  previous  questions  that  you  an- 
swered, I  am  pleased  that  you  have  taken  this  on;  and  at  some 
point  I  will  get  into  a  colloquy  with  Mr.  Rogers  on  what  role  the 
government  might  play,  because  I  do  think  we  have  missed  the 
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boat  in  certain  industries.  Maybe  that  will  be  tsiken  care  of  in 
terms  of  developing  a  fairer  trade  policy. 

But  with  Japan,  for  example,  they  deliberately  go  about  training 
their  students  as  well  as  their  adults.  They  develop  an  industry  be- 
cause they  know  that  it  is  going  to  have  a  particularly  high  profit 
margin,  and  they  will  go  ahead  and  subsidize  to  the  point  of  ena- 
bling them  to  afford  to  dump  that  particular  product  in  the  United 
States,  create  the  market,  drive  our  competitors  out;  and  then,  of 
course-over  time  they  far  more  than  make  up  for  the  initial  public 
investment.  While  "industrial  policy"  may  not  be  the  right  word,  I 
do  think  we  have  to  be  aware  of  that  and  perhaps  less  purist  than 
we  like  to  be. 

Mr.  Rogers.  If  you  will  jdeld,  I  don't  think  you  want  to  duplicate 
that  though,  do  you,  here  in  this  country? 

Mr.  MoRAN.  No,  but  we  don't  want  to  be  patsies  to  that  kind  of 
strategy  either.  It  probably  takes  some  governmental  direction, 
also  a  very  fair  trade  policy  in  addition  to  a  free  one.  And  we  may 
have  to  take  a  more  hard-ball  stance  than  we  have  in  the  past. 

Mr.  Rogers.  If  you  will  continue  to  yield.  While  I  agree  with  you 
on  a  proper  government  role,  I  think,  to  protect  our  borders  from 
dumping  and  illegally  subsidized  trade  practices,  our  policy  should 
not  be,  in  my  opinion,  to  encourage  our  own  industries  to  do  the 
same  type  of  thing. 

Mr.  MoRAN.  I  understand  that.  But  you  look  at  the  number  of 
technological  products  that  actually  originated  here.  There  were 
American  inventions  but  another  country  seized  upon  them;  and 
made  the  high  profit  margins  from  that  invention.  And  I  think  that 
is  one  of  the  things  that  NIST  is  at  least  conceptually  designed  to 
overcome,  to  enable  us  to  fully  exploit  the  capability,  the  innovation 
and  the  inventive  capacity  of  our  own  people.  I  just  thought  I  might 
throw  that  into  the  record. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Skaggs? 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

Sorry  I  was  not  here  for  your  earlier  testimony,  Mr.  Kammer, 
but  I  will  try  to  make  up  for  lost  time.  Just  so  I  understand  our 
current  alphabet  soup,  our  Manufacturing  Technology  Centers  are 
the  result  of  the  Trade  Act  provisions  of  a  few  years  back;  is  that 
correct? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Skaggs.  All  right. 

I  also  assume  that  you  are  still  accepting  proposals  for  fiscal  1994 
funding?  I  mean,  the  door  hasn't  closed,  and  this  is  very  much  an 
ongoing  process? 

Mr.  Kammer.  That  is  right,  yes. 

Mr.  Skaggs.  When  you  said  this  is  a  request-driven  process,  we 
might  still  get  some  good  submissions. 

Mr.  Kammer.  The  defense  conversion  advertisement  will  become 
an  official  advertisement  on  May  14th  of  this  year.  It  closes  in  mid- 
July.  We  hope  to  have  a  further  proposal  for  another  two  MTCs  in 
1994. 

Mr.  Skaggs.  It  has  seemed  to  me  in  the  efforts  I  have  made  to 
try  to  understand  technology  transfer,  and  the  ingredients  in  its 
success  or  failure,  that  in  addition  to  educating  the  private  sector 
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about  what  is  available  in  the  universities  and  the  government  lab- 
oratories to  be  transferred,  there  is  also  education  to  be  done  on 
the  supply  side.  The  bench  scientists  and  technicians  at  NIST,  for 
instance,  in  thinking  about  the  application  of  the  work  that  they  are 
doing  in  a  different  kind  of  way,  are  engaged  in  what  might  lay  out 
there. 

I  am  going  to  invite  you  to  comment  on  what  you  all  are  doing  to 
change  the  internal  culture  at  NIST  to  think  that  way. 

Mr.  Kammer.  It  is  a  very  interesting  problem.  As  I  know  you 
know,  about  half  of  NIST's  technical  professional  staff  have 
Ph.D.'s;  we  have  about  780  Ph.D.'s,  as  I  recall.  The  nature  of  these 
people,  mostly  physicists,  chemists,  electronics  engineers,  is  not 
necessarily  immediately  the  same  kind  of  personality  or  value 
system  as  you  would  expect  to  find  on  the  shop  floor,  and  you  do 
have  kind  of  a  cultural  issue  here. 

One  of  the  things  that  we  have  done  is,  we  have  developed  a  very 
aggressive  program  with  CRADAs,  the  Cooperative  Research  and 
Development  Agreements;  and  NIST  at  the  moment,  I  am  proud  to 
say,  has  the  highest  per  capita  ratio  of  CRADAs  of  any  Agency  in 
government.  The  total  is  at  380,  as  I  recall,  the  second  highest  to 
DOE.  But  that  is  all  of  DOE,  as  compared  to  little  NIST. 

So  we  have  also  tried  to  create  a  system  where  people  value  the 
kinds  of  accomplishments  that  come  from  this. 

The  culture  at  NIST  for  many  years  valued  producing  technical 
papers,  the  admiration  of  your  peer  group,  probably  other  Ph.D.'s 
in  the  technical  area,  and  we  do  not  want  to  lose  that  because  out 
of  that  comes  technical  excellence,  and  that  is  very  important.  But 
we  have  tried  to  add  to  it,  also,  admiration  for  people  that  accom- 
plish something  with  specific  industries  or  with  general  industries, 
and  a  number  of  the  leaders  of  the  organization  now  are  people 
who  are  very  proficient. 

Mr.  Skaggs.  Maybe  you  could  for  the  record,  rather  than  taking 
a  little  time  right  now,  summarize  what  the  reward  structure  is  at 
NIST  that  is  geared  to  this  particular  set  of  objectives. 

Mr.  Kammer.  I  would  be  happy  to. 

[The  information  follows:] 

Reward  Structure  for  New  Program  Direction 

For  its  over  90  years  of  existence,  NIST/NBS  has  worked  extensively  with  indus- 
try to  solve  a  number  of  critical  problems.  As  NIST  has  evolved  from  NBS,  we  have 
created  new  programs  to  assist  industry,  and  initiated  cultural  changes  to  provide 
these  programs  with  the  appropriate  level  of  support,  and  to  adequately  reward 
those  people  who  work  in  those  programs.  An  essential  part  of  this  change  was  the 
initiation  of  the  NIST  Personnel  Demonstration  Program  which  allowed  us  to  create 
a  performance-based  evaluation  and  reward  system.  For  scientists  and  engineers  in 
the  traditional  NIST  programs,  this  means  that  their  performance  is  based  on  their 
ability  to  advance  the  state  of  metrology  and  standards,  generally  in  the  form  of 
new  measurement  methods,  methodologies,  standard  reference  materials,  standard 
reference  data,  standards  development  and  testing.  The  measure  of  how  good  these 
advances  are  is  ultimately  determined  by  publication  in  peer-reviewed  journals  and 
acceptance  as  industry-wide  measurement  methods,  materials,  or  data.  The  peer- 
review  system  is  an  essential  part  of  the  evaluation  because  it  allows  other  experts 
in  the  field  to  assess  the  results  and  is  in  part  a  self-correcting  mechanism  because 
work  which  is  not  good  will  not  be  accepted  in  the  user  community,  and  will  encour- 
age the  scientist  or  engineer  to  pursue  other  areas. 

For  most  of  its  recent  history,  this  is  how  NIST  operated,  and  the  results  of  its 
research  were  transferred  in  the  form  of  publications,  workshops,  seminars,  partici- 
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pation  on  standards  committees,  and  other  measurable  transfer  mechanisms,  which 
are  part  of  the  performance-based  evaluation  system.  With  the  advent  of  new  pro- 
grams, such  as  the  Advanced  Technology  Program  and  the  Manufacturing  Technol- 
ogy Centers  program,  and  technology  transfer  mechanisms,  such  as  cooperative  re- 
search and  development  agreements,  new  performance  mesisures  are  being  created, 
and  employee  performance  is  evaluated  against  those  new  measures.  NIST  scientists 
and  engineers  are  now  beginning  to  be  evaluated  on  performance  measures  such  as 
CRADA  development  and  support  to  ATP  awardees,  as  weU  as  standards  work,  pub- 
lications, and  collaborations  with  industrial  firms. 

Mr.  Skaggs.  a  related  question,  looking  particularly  at  the  great 
expansion  of  the  ATP  program  that  the  President's  plan  envisions, 
is  how  we  make  sure  that  we  have  established  a  set  of  ob- 
jectives that  lend  themselves  to  measurement,  and  how  we  evalu- 
ate the  success  of  the  ATP  program  as  we  go  along  against  those 
standards.  This  came  up  a  couple  of  days  ago  when  we  were  talk- 
ing to  the  IG  and  to  the  Minority  Business  Development  Agency. 

How  do  you  know  if  you  have  got  a  win,  and  is  there  some  tough- 
mindedness  being  brought  to  the  table  in  that  regard? 

Mr.  Kammer.  There  are  two  different  levels  that  one  has  to  focus 
on.  One  is  the  process  level,  in  the  sense  that  one  does  not  want  to, 
as  lamentably  has  happened  from  time  to  time,  get  in  the  position 
of  being  a  granting  program  that  sort  of  loses  track  of  its  money, 
shall  we  say.  And  part  of  the  process  that  we  put  in  play  is,  we 
have  invited  the  IG  to  be  our  house  auditor  for  all  of  our  winning 
projects;  and  they  are  indeed  doing  that  on  100  percent  of  the 
projects.  The  IG,  as  you  no  doubt  know  from  conversation  with 
him,  is  a  remarkably  independent  person;  and  I  am  confident  that 
he  will  always  share  with  me  his  opinion,  if  we  are  going  wrong. 

On  the  level  that  is  really  the  result — I  was  having  a  discussion 
with  Mr.  Price  earlier  in  which 

Mr.  Skaggs.  I  got  in  on  the  tail  end  of  that. 

Mr.  Kammer.  It  seems  to  me  jobs,  economic  activity,  is  directly 
related  to  the  specific  projects  that  we  have  funded  as  the  appropri- 
ate measure.  We  have  an  evaluation  project  planned  for  each,  we 
have  a  definition  of  success  for  each  project;  we  have  an  individual 
who  is  trained  in  business  planning  and  evaluation  as  well  as  in 
economics,  who  is  in  chaise  of  this  evaluation  process;  and  we  have 
a  scheme  for  doing  it. 

We  are  gathering  data  now,  we  are  not  reaching  many  conclu- 
sions yet,  and  we  are  not  expecting  there  to  be  many  results  yet. 
But  that  is  an  awfully  important  part  of  the  process. 

If  it  turns  out  that  this  is  a  poor  idea,  that  is  valuable  data. 

Mr.  Skaggs.  Again  to  submit  for  the  record — recognizing  that  this 
is  still  early  on  and  there's  some  pathfinding  work  to  be  done — if  you 
might  select  the  best  example  of  me£isurable  objectives  that  were 
established  at  the  outset  and  how  well  we  are  able  to  evaluate  so  far 
in  an  ATP  that  is  under  way.  That  will  give  us,  I  think,  a  fix  on  that. 

Mr.  Kammer.  Sure. 

[The  information  follows:] 
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Measurement  Objectives  Example  for  ATP 

First,  let  me  give  a  brief  overview  of  how  measurable  objectives  are  established  at  the  outset  of  each 
project;  how  progress  towards  meeting  those  objectives  is  tracked  for  each  project  as  it  is  carried  out; 
and  how  technical  and  economic  success  are  defined  and  measured  for  each  project. 

As  an  integral  part  of  the  proposal  process,  applicants  are  required  to  define  both  the  overall  technical 
goal  of  their  projects  and  to  list  specific  objectives  of  every  task.   Applicants  are  further  required  to 
contrast  the  state  of  the  art  before  the  beginning  of  their  ATP  project  with  the  state  of  the  art  after 
completion  of  the  project.   This  helps  to  establish  a  baseline  for  describing  the  status  of  key  elements 
of  the  technology  at  the  initiation,  as  well  as  to  establish  the  specific  targets  by  which  technical 
success  will  be  defined.  These  may  include  initial  per-unit-costs,  physical  performance 
characteristics,  or  specific  technical  capabilities.  The  technical  baseline  is  clarified  and  technical  goals 
and  objectives  are  typically  specified  in  more  detail  as  part  of  the  startup  of  a  project.   Likewise,  a 
commercialization  strategy  is  defined  at  the  outset  of  a  project.   The  commercialization  strategy  for 
each  project  is  typically  refined,  updated,  and  expanded  as  the  project  progresses.   Technical  and 
commercialization  progress  is  tracked  for  each  project  throughout  its  life,  and  specific 
accomplishments  are  compared  against  the  established  goals  and  objectives.   Quarterly  progress 
reports,  periodic  site  visits,  detailed  end-of-year  reviews,  frequent  interaction  between  project  staff 
and  ATP  staff,  and  special  studies  serve  to  monitor  and  measure  progress  on  an  on-going  basis. 

The  specific  example  that  follows,  illustrates  how  we  have  established  measurable  objectives  at  the 
outset  of  each  project  and  evaluate  progress  through  the  life  of  the  project.   This  example  pertains  to 
a  small  company  with  a  highly  focused  technology  development  program. 

In  its  first  round  of  awards,  ATP  funded  Nonvolatile  Electronics,  Inc.  (NVE),  a  small  Minnesota- 
based  company,  in  a  3-year  project  to  process  the  technology  required  for  producing  fast,  high- 
density,  nonvolatile  and  non-destructive  integrated  circuit  memory  and  logic  circuits.   These  circuits 
will  be  capable  of  unlimited  read/write  cycles  at  a  cost  low  enough  for  large-volume  use  in  computers 
and  other  consumer  electronic  devices.   Full  success  of  the  project  would  see  the  magnetoresistive 
random  access  memory  (MRAM)  technology  become  widely  used  in  mass  data  storage  subsystems; 
integrated  circuit  chips;  sensors;  and  computer  systems.   The  MRAMs  would  become  an  important 
new  product  to  assist  U.S.  chip  makers  regain  their  competitive  position.   Even  if  market  penetration 
of  MRAMs  turns  out  to  be  limited,  the  project  is  expected  to  contribute  significantly  to  understanding 
magnetic  properties  and  materials  important  to  a  variety  of  applications,  such  as  read  heads  for  disk 
and  tape  drives. 

NVE  was  founded  by  the  co-inventor  of  MRAM  cells  at  Honeywell,  where  the  technology  was 
developed  for  low-volume,  high-cost,  special ized-performance  defense  and  aeronautical  applications. 
In  a  friendly  spinoff  from  Honeywell,  NVE  obtained  an  exclusive  license  to  develop  MRAM 
technology  for  commercial  applications.  The  ATP-funded  project  identified  three  high-risk  technical 
barriers  to  developing  the  technology  for  commercial  applications  that  required  the  following  three 
major  breakthroughs:   (1)  to  increase  the  magnetoresistance  in  the  cell  from  2  percent  (the  level 
existing  for  the  military /space  application  at  the  project's  outset)  to  approximately  10  percent  for 
greater  device  speed;  (2)  to  reduce  support  circuit  areas  by  a  factor  of  2  or  more  for  increased  density 
and  decreased  size;  and  (3)  to  demonstrate  a  yield  rate  of  99.99  percent  for  the  highly  resistive,  high 
density  cell  (this  cell  could  not  be  produced  at  all  at  the  outset  of  the  project).   Expert  scientists 
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working  in  the  fields  of  magnetoresistivity,  electronic  packaging,  and  device  production  agreed  that 
these  breakthroughs  would  be  extremely  challenging  to  achieve,  but  had  a  very  high  pay-off  potential 
for  widespread  application  of  the  technology  if  they  could  be  accomplished.   The  company  had  been 
unable  to  obtain  sufficient  venture  capital  to  pursue  full  development  of  the  technology  because  of  the 
high  technical  risks.   ATP  funding  allowed  the  company  to  more  than  triple  its  technical  staff  during 
a  time  that  the  Minneapolis  areas  was  hard  hit  by  cutbacks  at  high-tech  companies,  and  pursue  all 
three  breakthroughs  at  once  in  a  coordinated  program. 

As  the  second  year  ends,  the  project  is  on  schedule:    NVE  has  modeled,  built,  and  tested  Giant 
Magnetoresistance  samples,  and  reports  raising  magnetoresistance  from  the  2  percent  stated  level  to 
about  7.5  percent,  using  materials  suitable  for  MRAMs.   The  company  has  invented  and  is  testing  a 
new  mode  of  operation-not  envisioned  at  the  outset  of  the  project-which  may  give  a  2-3  times 
improvement  in  signal  and  reduce  the  magnetoresistivity  requirement  from  10  percent  to  4  or  5 
percent.    NVE  is  simultaneously  pursuing  the  use  of  multilayers  in  MRAMs  which  is  a  promising 
approach  to  greatly  exceeding  the  10  percent  goal.   With  respect  to  the  second  quantified  objective  of 
increasing  circuit  density,  NVE  has  written  2  patent  disclosures  for  techniques  that  will  achieve  the 
circuit  density  goal,  has  since  intensified  the  goal,  and  has  undertaken  a  joint  program  with  Micron, 
the  largest  U.S.  merchant  supplier  of  dynamic  random  access  memory  (DRAMs)  for  fabrication  of 
very  dense  cells,  with  the  current  goal  of  demonstrating  MRAM  cells  with  photolithography  down  to 
0.35  micron.   With  respect  to  the  third  quantified  objective  of  achieving  producibility,  the  99.99 
percent  yield  goal  has  been  achieved  for  a  16K  version  of  the  cell,  and  the  company  is  shifting  focus 
to  much  smaller,  denser  cells  using  new  magnetoresistive  materials.    NVE  has  received  critical 
support  on  the  MRAM  project  from  several  NIST  in-house  programs. 

A  significant  development  for  transferring  the  materials  aspects  of  NVE's  technology  to  the 
development  of  advanced  read  heads  for  disk  and  tape  drives  has  recently  occurred.    NVE  has  joined 
the  National  Storage  Industry  Consortium  (NSIC),  a  joint  venture  funded  by  ATP  to  develop 
technology  for  ultra-high-density  magnetic  recording  heads  for  mass  data  storage,  expected  to  be  100 
times  better  than  today's  best  commercial  devices.   NVE's  practical  experience  and  head  start  with 
the  development  of  GMR  materials  promises  to  advance  the  work  of  NSIC.   The  read  head  business 
alone  is  approaching  $1  billion,  and  it  in  turn  provides  key  components  to  a  U.S.  driven  business  of 
roughly  $50  billion.   In  addition,  NVE  is  sharing  technical  information  with  Honeywell  and  NASA 
for  defense  and  space  applications. 

I  hope  this  example  will  give  you  a  good  idea  of  how  we  establish  goals,  objectives,  and  baselines  for 
all  of  the  projects  upfront  and  track  their  progress  towards  achieving  the  goals  and  objectives  over  the 
duration  of  the  projects.   As  I  explained  earlier,  the  measurement  of  long-run  impact  requires  time  for 
commercialization  to  occur  following  the  end  of  the  research  work,  and  it  is  too  early  in  our  history 
to  provide  examples  of  long-run  measures. 


68-306    O— 93 42 


1312 

BOULDER  FACILITIES  MODERNIZATION 

Mr.  Skaggs.  If  I  can  take  just  a  couple  of  minutes  to  deal  with 
parochial  issues  having  to  do  with  the  Boulder  campus. 

Do  you  have  a  sense  yet  of  what  the  split  is  going  to  be  between 
Gaithersburg  and  Boulder  of  the  $62  million  for  infrastructure  im- 
provements that  you  have  requested? 

Mr.  Kammer.  Yes,  sir. 

Mr.  Skaggs.  Was  that  laid  out  in  the  President's  budget?  If  it 
was,  I  don't  want  to  take  time. 

Mr.  Kammer.  It  is  not  in  the  President's  budget.  Of  the  $62  mil- 
lion, in  1994  we  expect  to  expend  $31.9  in  Gaithersburg,  and  $18.7 
million  in  Boulder. 

The  ultimate  plan  is  to  have  total  expenditures  of  $540  million 
that  we  contemplate  spending  on  infrastructure.  That  is  about  $213 
million  in  Boulder  and  $326  million  in  Gaithersburg.  The  reasons 
for  the  relatively  larger  percentage  in  Boulder  are  that  the  Boulder 
facility  is  only  10  years  older — it  was  dedicated  in  the  early  1950s — 
and  the  individuals  who  took  it  over  for  the  government  got  what, 
in  my  opinion,  was  an  office  building  design  instead  and  said  "if 
you  want  a  laboratory,  call  it  a  laboratory."  And  it  is  far  more  un- 
suitable for  the  purposes  that  we  bring  to  it. 

Mr.  Skaggs.  It  does  have  a  certain  1950s  charm  to  it,  but  it 
doesn't  lend  itself  to  the  present  purpose,  as  you  point  out. 

Let  me  just  make  a  very  strong  statement.  This  will  come  as  no 
surprise  to  you.  I  am  delighted  to  see  that  kind  of  projected  invest- 
ment in  what  I  think  is  a  nationally  valuable  resource  that  I  am 
proud  to  have  in  the  district  I  represent. 

That  community  is  highly  sensitive  about  its  community  plan- 
ning process.  To  the  extent  that  we  can  get  a  jump  now  on  the 
implications  that  that  kind  of  investment  in  the  Boulder  campus 
carries  over  the  next  several  years,  it  will  make  your  and  my  life 
enormously  more  pleasurable  next  year  and  the  year  after,  assum- 
ing that  we  are  both  still  doing  this. 

So  we  really  need  to  get  to  work  hard  and  fast  on  that.  I  mean 
those  are  big  numbers  and  carry  big  implications,  everything  from 
utilities  to  traffic  to  what  have  you. 

Mr.  Kammer.  Having  had  some  experience  up  until  now  on  that 
issue,  I  certainly  agree. 

Mr.  Skaggs.  Let  me  just  invite  you,  or  whomever  Mr.  Lyons 
wishes  to  designate,  for  this  enviable  chore.  If  we  can  actually 
make  some  contacts  in  the  near  term  to  figure  out  who's  going  to 
be  doing  what  and  how  we  can  get  a  combined  task  force  put  to- 
gether on  that. 

Mr.  Kammer.  We  will  work  with  your  office. 

BOULDER  LABORATORY  PERSONNEL 

Mr.  Skaggs.  Great.  We  have  been  getting  some  communications 
lately  from  people  who  are  being  laid  off  in  the  Boulder  labs, 
driven,  I  think,  by  budgetary  considerations  that  now  seem  to  be 
overtaken  by  the  new  administration's  plans.  Yet  they  are  sort  of 
caught  in  the  crack  here,  computer  people,  for  instance.  It  is  fairly 
small,  but  to  the  people  siffected,  the  RIF  is  a  very  serious  one. 
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Is  that  being  reexamined,  and  if  not,  why  not;  and  if  so,  what  is 
the  timetable? 

Mr.  Kammer.  I  did  look  at  it  again  in  light  of  the  changed  budg- 
etary conditions.  The  reason  was  it  was  a  change  in  work  needs 
more  than  it  was  a  change  in  money,  as  I  understood  it,  and  also  a 
desire  to  move  some  of  the  activities  in  Boulder  to  Gaithersburg — 
as  I  know  you  are  familiar  with  since  you  did  a  personal  study  of 
it.  I  am  persuaded  it  is  a  benefit  to  the  institution,  while  it  does 
have  an  effect  on  the  individuals.  But  I  do  believe  it  is  justified. 

Mr.  Skaggs.  Are  the  individuals  in  Boulder  being  given  the 
option  of  relocating? 

Mr.  Kammer.  Yes,  sir.  I  believe  there  are  three  activities,  total- 
ing 14  individuals,  and  six  or  seven  of  them  are  relocations.  Those 
people  have  the  longevity  to  relocate. 

Mr.  Skaggs.  With  appropriate  assistance  for  moves? 

Mr.  Kammer.  That  is  right,  full  normal  moving  expenses. 

Mr.  Skaggs.  And  this  is  all  part  of  the  notice  that  I  think  I  re- 
ceived last  fall  about  the  change? 

Mr.  Kammer.  Yes.  We  have  been  planning  this  for  some  time. 

You  hate  to  do  this  kind  of  thing,  but  you  have  to  try  to  give  the 
staff  at  least  the  opportunity  to  plan. 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

manufacturing  extension  program 

Mr.  Smith.  Mr.  Price. 

Mr.  Price.  I  would  like  to  return  to  the  manufacturing  extension 
program.  Some  of  my  questions  have  been  answered,  but  I  would 
like  to  probe  a  bit  more  £is  to  what  the  organizational  shape  of  all 
this  is  going  to  be  and  how  it  is  going  to  intersect  with  existing  ef- 
forts. 

You  described  the  goal  of  a  single  integrated  program  for  contin- 
uous technological  advancement.  It  is  an  admirable  goal.  I  would 
like  to  just  see  what  you  can  tell  me  about  the  organizational  im- 
plications of  that.  We  are  talking  about  a  $12  million  increase  for 
technical  assistance  to  small-  or  medium-sized  manufacturing  com- 
panies. This  money,  as  I  understand  it,  would  establish  Manufac- 
turing Outreach  Centers,  which  you  describe  as  smaller  versions  of 
the  current  MTCs  to  increase  the  number  of  Manufacturing  Tech- 
nology Centers  themselves,  to  increase  support  for  State  technology 
extension  efforts,  and  begin  the  development  of  electronic  and 
other  networking  links  between  these  centers  and  other  technology 
sources  and  extension  outlets. 

Then,  of  course,  we  also  have  in  the  mix.  Small  Business  Tech- 
nology Development  Centers,  which  certainly  in  my  State  has 
been  a  valuable  resource.  We  have  the  Minority  Small  Business 
Development  Centers.  I  am  not  saying  this  multiplicity  is  necessar- 
ily a  bad  thing.  I  am  certain  there  are  different  objectives  and  dif- 
ferent functions  which  these  various  entities  perform. 

At  the  same  time,  it  is  a  bewildering  array.  I  wonder  if  you  could 
shed  some  light  on  how  you  propose  to  integrate  all  this  and  what 
the  continuing  role  of  all  these  different  entities  would  be. 

Mr.  Kammer.  I  can  rationalize  parts  of  it.  We  could  not  presume 
to  rationalize  the  entire  Federal  Government  structure.  We  have  a 
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good  relationship  with  the  SBA  activities,  which  we  sought  out, 
and  we  signed  a  memorandum  of  understanding  with  them.  We  do 
not  view  ourselves,  for  instance,  as  particularly  talented  in  evaluat- 
ing the  loan-worthiness  or  the  credit  implications  of  a  particular 
firm.  The  SBDCs  are  able  to  do  that  and  also  able  to  help  get 
money,  which  is  often  an  integral  part  of  upgrading  the  firm. 

I  mean,  they  need  to  make  investments.  We  can  tell  they  need  to 
spend  more  money,  but  we  do  not  know  what  is  a  wise  decision  for 
them.  At  the  same  time,  the  SBA  people  are  rel5dng  on  us  to  do 
technical  evaluations  for  them,  a  resource  they  don't  have  internal- 
ly and  probably  never  will. 

Mr.  Price.  What  about  the  SBTDCs,  the  kind  of  role  they  play 
and  how  it  would  complement  these  new  Manufacturing  Outreach 
Centers?  Does  the  memorandum  of  understanding  address  that? 

Mr.  Kammer.  It  does  not.  It  is  focused  more  on  the  SBDCs  and 
the  traditional  business  consulting  kinds  of  services.  I  do  not  actu- 
ally know  what  SBTDC  is. 

Mr.  Price.  Small  Business  Technology  Development  Centers. 

Mr.  Smith.  I  wrote  the  bill.  We  have  matching  grants  with 
States,  all  50  States  have  it.  These  Small  Business  Development 
Centers  are  university  based.  They  help  in  developing,  planning, 
cash  flow,  and  all  these  additional  things  that  a  small  business 
needs  to  know.  In  addition  to  what  this  new  program  proposed  by  the 
Science  and  Technology  Committee  would  do,  it  melds  right  in  as  one 
step  below  your  MTC.  That  is  where  the  SBDCs  come  in. 

I  think  it  is  a  duplication  to  try  to  start  this  new  program.  This 
one  does  a  lot  more. 

Mr.  Kammer.  The  phrase  I  was  familiar  with  was  the  Small 
Business  Development  Centers.  Is  there  a  different  kind? 

Mr.  Smith.  No. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  Small  Business 
Administration  confirmed  that  the  North  Carolina  SBDC  program 
is  called  a  Small  Business  Technology  Development  Center.  There 
is  no  difference  between  North  Carolina's  SB'TDC  and  the  national 
SBDC  program.] 

Mr.  Kammer.  The  Small  Business  Technology  Development  Cen- 
ters is  a  concept  I  am  unfamiliar  with. 

Mr.  Smith.  You  have  a  good  one  in  North  Carolina. 

Mr.  Price.  We  have  several  in  North  Carolina. 

Mr.  Smith.  Yes,  the  university  has  the  contract.  The  State 
matches  the  money.  Then  they  have  programs  out  in  different 
places  in  the  State. 

Mr.  Price.  Yes,  and  there  is  a  wide  range  of  consultation  services 
which  these  centers  offer,  and  something  coming  very  close  to  this 
kind  of  technology  extension  in  some  cases. 

Mr.  Smith.  Yes,  except  they  don't  pretend  to  tell  a  manufacturer 
how  to  set  up  roadblocks  and  things  like  that.  They  tend  to  analyze 
whether  or  not  it  is  feasible  for  them  to  get  into  a  certain  business, 
and  give  them  a  plan  that  they  need  to  go  to  the  bank,  give  them  a 
relationship  with  a  bank  and  things  like  that.  But  they  don't  do 
the  thing  that  the  MTC  does. 
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Mr.  Price.  Well,  that  is  one  question,  I  think,  how  we  coordinate 
the  existing  network  of  service  centers  that  are  out  there  some- 
times under  the  control  of  different  Federal  agencies. 

Mr.  Smith.  I  might  add,  at  the  beginning  of  the  year,  this  Janu- 
ary or  February,  this  new  Administration  proposed  doing  away 
with  SBDCs,  just  like  the  last  ones  did.  But  since  then,  they  have 
turned  around  and  submitted  a  budget  for  SBDCs,  recognizing,  I 
think,  that  it  is  an  integrated  part  of  this  whole  program  of  technol- 
ogy transfer. 

Mr.  Price.  Beyond  that,  of  course,  we  have  some  of  these  entities 
within  the  same  program.  How  would  you  compare  these  Manufac- 
turing Outreach  Centers  to  the  MTCs?  What  is  the  distinction 
there? 

Mr.  Kammer.  Well,  their  focus  is  on  a  lesser  population  of  firms, 
if  you  will.  A  MTC  is  focused  on  5,000  to  7,000;  perhaps  1,500  or 
2,000  would  be  the  normal  focus  for  the  MOC.  The  capacity  on  site 
in  the  center  would  be  less,  in  the  sense  that  there  would  be  fewer 
people  who,  perhaps  of  necessity,  would  have  a  smaller  knowledge 
base. 

We  hope  to  be  able  to  equip  them  with  enough  electronic  access 
to  NIST  and  to  other  MOCs  so  that  they  are  able  to  consult  and  get 
data  that  way. 

We  also  are  trying  to  reach  for  a  concept  that  might  allow  us  to 
provide  these  kind  of  services  in  rural  areas  or  in  association  with 
community  colleges  and  the  like  that  may  build  on  that  kind  of  a 
concept.  Having  not  yet  established  any  of  them,  you  know,  I  think 
there  is  some  learning-by-doing  that  we  have  to  do  here. 

Mr.  Price.  I  don't  mean  to  get  hung  up  with  organizational 
charts  and  organizational  job  descriptions.  I  think  there  is  probably 
some  room  for  multiplicity  here  and  even  overlap.  I  think  it  is  im- 
portant that  we  get  on  with  the  job  of  making  these  kinds  of  con- 
sultative services  available.  We  do  need  to  make  certain  that  we 
don't  compromise  the  mission  of  those  agencies  and  offices  that  are 
already  doing  well,  and  we  don't  want  to  reinvent  the  wheel  as  we 
take  this  activity  to  a  higher  level. 

Mr.  Kammer.  Sir,  I  would  like  to  do  some  research  and  provide 
something  for  the  record  on  the  difference  between  the  MTCs  and 
the  Small  Business  Technology  Development  Centers.  I  think  I 
need  to  educate  myself  first. 

Mr.  Price.  I  think  that  would  be  very  helpful.  We  are  going  to  do 
some  more  here  as  well.  Thank  you. 

[The  information  follows:] 

Relationship  Between  MEP/SBDC 

A  major  premise  of  the  MEP  plan  is  to  build  upon  and  link  with  existing  re- 
sources— both  sources  of  technology  and  delivery  systems. 

NIST  management  has  worked  and  met  with  the  Association  of  Small  Business 
Development  Centers  and  with  state  SBDC  directors  in  some  states  the  accomplish  a 
complimentary  approach. 

SBDC's  differ  among  themselves,  both  at  the  state  level  and  individually.  The  fol- 
lowing points  are  generally  applicable,  though  there  are  exceptions. 

Target  populations  differ  between  SBDCs  and  MTCs/MOCs. 

MTCs/ MOCs  are  intended  to  serve  small  manufacturing  firms. 

SBDCs  serve  all  small  businesses,  generally  focusing  on  non-manufacturing  firms. 

Nature  of  services  provided  differ. 
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MTCs/MOCs  are  intended  to  advance  the  technology  level  of  small  manufacturing 
firms;  they  provide  access  to  the  full  range  of  management,  training,  etc.  through 
linkages  with  other  organizations. 

SBDCs  provide  business  and  management  services  to  all  small  businesses. 

SBDCs  wUl  be  nodes  on  the  nationwide  msmufacturing  extension  network  to  pro- 
vide business  and  management  services. 

SBDC  agents  are  already  co-located  at  some  MTCs. 

SBDC's  are  members  of  proix)sal  teams  which  are  forming  to  compete  for  defense 
conversion  extension  funding  which  will  make  up  a  part  of  the  MEP  network. 

A  key  concept  of  the  Manufacturing  Extension  Partnership  is  that  NIST  does  not 
propose  forming  new  organizations  called  MOCs.  To  the  greatest  extent  possible, 
MOC  funding  grants  will  be  provided  to  existing  organizations  or  groups  of  organi- 
zations which  intend  to  carry  out  the  objectives  of  H.R.  820  and  S.  4  by  advancing 
the  technology  level  and  competitiveness  of  small  manufacturing  firms.  SBDCs  are 
natural  elements  of,  or  partners  to  these  proposing  groups. 

According  to  the  SBA,  the  SBTDC  (Small  Business  Technical  Development 
Center)  located  in  North  Carolina  is  the  only  one  of  its  kind  in  the  SBDC  network. 
It  performs  the  same  business  and  management  type  functions  as  the  other  SBDCs 
described  above,  and,  in  addition,  they  have  a  special  emphasis  on  encouraging 
small  businesses  to  seek  patents  on  their  work  and  to  link  with  the  technology  re- 
source centers  in  North  Carolina.  Although  there  is  no  specific  emphasis  on  manu- 
facturing technology  per  se,  this  SBTDC  could  potentially  receive  an  MOC  grant, 
however,  all  awards  are  made  based  on  open  competition. 

Mr.  Smith.  Thank  you  very  much. 
The  hearing  is  adjourned. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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COMMERCE  DEPARTMENT 

TECHNOLOGY  ADMINISTRATION 

QUESTIONS  FOR  THE  RECORD 

SUBMITTED  BY  CHAIRMAN  NEAL  SMITH 

U.S. -Japan  Manufacturing  Technology  Fellowship 

QUESTION: 

You  are  requesting  an  increase  of  $500,000  to  implement 
the  U.S. -Japan  Manufacturing  Technology  Fellowship  (MTF) 
Program.  You  refer  to  the  placement  of  American 
personnel  in  Japanese  manufacturing  firms.  Is  there  a 
corresponding  component  that  will  place  Japanese 
personnel  in  American  firms? 

ANSWER: 

No,  the  Manufacturing  Technology  Fellowship  Program  is 
designed  to  place  U.S.  manufacturing  engineers  into 
Japanese  firms  only.  Japan  has  developed  great  strength 
in  manufacturing  and  it  has  been  increasingly  evident 
that  the  United  States  has  much  to  learn  from  Japanese 
methods . 

QUESTION: 

On  page  TA-5  of  your  justifications,  it  states  that 
approximately  60  American  manufacturing  engineers  will  be 
placed  in  Japanese  firms  for  up  to  one  year.  Have 
specific  Japanese  firms  been  selected  to  participate  in 
this  program?  What  portion  of  the  costs  of  this  program 
will  be  borne  by  the  participating  firms? 

ANSWER: 

Yes,  Japan's  MITI  has  identified  66  candidate  Japanese 
manufacturing  companies  which  can  accommodate  up  to  100 
Fellows  the  first  year.  Costs  are  distributed  between 
the  sponsoring  company  (U.S.)  and  host  company  (Japan). 
The  sponsoring  company  is  responsible  for  the  Fellow's 
salary,  benefits,  and  all  domestic  and  international 
travel  associated  with  the  Program.  The  host  company  is 
responsible  for  housing  during  the  Fellow's  stay,  and  any 
travel  associated  with  the  Fellow's  position  with  the 
host  company. 

QUESTION: 

How  will  the  American  participants  in  the  program  be 
selected?  Will  their  employers  be  responsible  for 
sharing  in  the  costs  of  the  program? 
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ANSWER 

There  is  a  minimum  set  of  established  criteria  as  stated 
in  the  application  package.  The  actual  acceptance  of  a 
Fellow  is  dependent  on  matching  applicants  to  host 
companies,  a  responsibility  of  the  U.S.  Department  of 
Commerce  and  the  Japan  External  Trade  Organization 
(JETRO) .  The  sponsoring  company  is  responsible  for  the 
Fellow's  salary,  benefits,  and  all  domestic  and 
international  travel  costs  associated  with  the  Program. 

QUESTION: 

What  sort  of  training  will  be  provided  to  the 
participants  selected  for  the  program  on  the  Japanese 
language  and  cultural  traditions?  Will  you  be  working  at 
all  with  the  Japan-U.S.  Friendship  Commission  (also 
funded  under  this  Subcommittee's  jurisdiction)  on 
developing  this  program? 

ANSWER 

The  Fellows  will  have  approximately  4  months  of  intensive 
Japanese  language  and  cultural  training.  The  first  three 
months  will  be  sponsored  domestically  by  the  Department 
of  Commerce.  The  last  month  is  sponsored  in  Japan  by 
JETRO.  The  training  will  be  progressively  tailored 
toward  manufacturing  language  skills  and  the  cultural 
experiences  associated  with  a  manufacturing  corporate  and 
social  environment.  The  Japan-U.S.  Friendship  Commission 
as  well  as  several  other  government  and  nonprofit 
educational  organizations  have  been  consulted  for  advice 
and  recommendations  regarding  the  training  and  the  MTF 
Program. 

QUESTION: 

What  specific  activities  will  the  requested  $500,000  for 
the  MTF  program  provide?  Are  any  funds  included  for  the 
oversight  of  this  program? 

ANSWER 

The  funding  will  cover  the  Japanese  language  and  cultural 
training.  Program  promotion.  Embassy  facilitation,  and 
Japan  Technology  Program  (JTP)  staffing.  A  portion  of 
the  funds  provides  Program  oversight  and  management 
through  JTP  staffing. 

Innovative  Technology  Policy  and  Programs 

QUESTION: 

You  are  requesting  an  additional  $500,000  increase  for 
the  support  of  technology  policies  and  private  sector 
strategies  which  will  enable  U.S.  businesses  to  become 
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more  competitive.  Your  justification  list  several 
efforts  you  will  be  involved  in  toward  accomplishing  this 
goal,  but  how  exactly  will  the  $500,000  request  be 
distributed  among  these  activities? 

ANSWER 

The  additional  $500,000  requested  to  implement  innovative 
technology  policies  and  programs  will  be  distributed  as 
follows: 

•  Enable  the  TA  to  facilitate  the  establishment  of 
multi-business  Strategic  Partnerships  with  the 
private  sector  and  promote  government-industry- 
academic  partnerships  by  sponsoring  follow-on 
activities  stemming  from  the  highly  successful 
National  Technology  Initiative  conferences  held  in 
FY  1992  and  1993  -  $220,000. 

•  Develop  innovative  technology  financing, 
commercialization,  and  transfer  policies  and 
programs,  and  increase  public  visibility  for  the 
Administration  in  the  awarding  of  the  National  Medal 
for  Technology  -  $70,000. 

•  Expand  on-going  cooperative  activities  between  the 
Departments  of  Commerce  and  Labor  in  order  to  create 
jobs  and  stimulate  U.S.  economic  growth  -  $80,000. 

•  Expand  the  Intelligent  Manufacturing  Systems  (IMS) 
program  and  enhance  international  technology  policy 
activities  such  as  the  negotiation  of  additional 
multi-national  S&T  Agreements  -  $130,000 

QUESTION: 

One  activity  you  focus  on  in  your  justifications  is 
facilitating  the  establishment  of  multi-business 
Strategic  Partnerships  with  the  private  sector.  How  do 
you  propose  to  accomplish  this,  and  how  will  this  effort 
differ  from  the  Advanced  Technology  Program  (ATP)  under 
NIST? 

ANSWER 

The  Strategic  Partnership  Initiative  (SPI)  brings  the 
"stakeholders"  (users,  suppliers  and  core  producer)  of 
large-scale  enabling  technologies  together  to  encourage 
the  formation  of  teams  of  companies  and  other 
organizations  which  desire  to  pursue  the  creation  and 
commercialization  of  such  a  technology.  A  strategic 
partnership  can  share  risks  and  development  costs  and 
achieve  maximum  speed  to  the  market  with  the  resulting 
products.  Such  teams  will  be  very  different  from,  and 
more  efficient  than,  current  multi-firm  ventures.  The 
SPI  has  no  funds  for  R&D  like  the  ATP.   On  the  other 
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hand,  the  ATP  does  not  help  firms  organize  themselves 
into  teams,  which  would  be  inappropriate  for  a  grant 
oriented  program. 

SPI -encouraged  teams,  once  formed,  might  or  might  not 
apply  for  funding  under  the  ATP  or  other  Government- 
sponsored  grant  programs.  While  the  SPI  was  created  as 
an  entirely  separate  effort  from  R&D  grant  programs, 
several  of  the  Government  funding  programs  are  now 
encouraging  team  efforts.  Where  ventures  formed  under 
the  SPI  do  subsequently  apply  for  ATP  funding,  the  SPI 
would  have  functioned  as  a  pre-proposal  organizational 
service. 

QUESTION: 

You  also  refer  to  developing  innovative  financing  and 
commercialization  policies  and  programs.  Is  the 
Department  currently  working  with  the  Treasury 
Department,  the  Small  Business  Administration,  and/or  the 
banking  regulatory  agencies  to  develop  these  policies? 

ANSWER 

We  have  worked  closely  with  the  Treasury  Department  in 
the  past  and  plan  to  continue  to  do  so  when  the  new  team 
of  appointees  is  in  place.  We  have  also  had  discussions 
with  the  Securities  and  Exchange  Commission  (SEC)  and  the 
Pension  Benefit  Guarantee  Corporation.  The  Department 
has  been  in  consultation  with  the  Small  Business 
Administration  (SBA)  and  has  participated  in  small 
working  groups  addressing  many  of  the  current  regulatory 
banking  issues.  We  have  addressed  small  business 
financing  in  other  fora,  such  as  the  National  Technology 
Initiative  (NTI)  conferences. 

QUESTION: 

Another  area  you  refer  to  in  the  description  of  your 
requested  increase  is  the  expansion  of  the  Intelligent 
Manufacturing  Systems  (IMS)  program  involving 
international  cooperative  agreements.  What  specifically 
is  the  IMS  program,  and  who  participates  in  the  program? 
How  is  the  IMS  program  currently  funded? 

ANSWER: 

The  Intelligent  Manufacturing  Systems  (IMS)  is  an 
initiative  to  determine  the  feasibility  of  international 
collaborative  R&D  in  advanced  manufacturing  and  its 
industrial  deployment.  Industry  is  leading  the 
initiative  with  academia  and  government  participation 
from  Australia,  Canada,  the  European  Community  (EC) ,  the 
European  Free  Trade  Association  (EFTA)  countries,  Japan 
and  the  United  States.  There  is  currently  no  line  item 
budgeting  for  IMS  but  the  initiative  will  become  a  full- 
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scale  program  in  FY  1994.  Staffing  and  oversight 
resources  are  funded  from  the  Japan  Technology  Program 
and  through  acquiring  Technology  Fellows  from  other 
agencies  when  possible. 

QUESTION: 

The  budget  justifications  (page  TA-28)  show  personnel 
costs  related  to  this  program  increase,  but  no 
corresponding  increase  in  FTE.  Would  you  explain  this 
phenomenon? 

ANSWER: 

In  FY  1993,  TA  has  a  total  of  41  appropriated  full-time 
equivalent  (FTE)  workyears  and  2  reimbursable  FTE 
workyears.  The  1994  request  provides  funding  to  support 
these  reimbursable  workyears  with  direct  appropriations. 

Status  of  Appointments 

QUESTION: 

What  is  the  status  of  nominations  and  appointments  to  the 
Presidentially  appointed  positions  in  the  technology 
programs  at  the  Department  of  Commerce? 

ANSWER: 

Currently,  Ms.  Arati  Prabhakar  has  been  nominated  as  the 
Director  of  the  National  Institute  of  Standards  and 
Technology  (NIST) .  Confirmation  hearings  for  Ms. 
Prabhakar  have  not  yet  been  held.  Mr.  Mark  Bohannon  has 
been  named  Acting  Deputy  Under  Secretary  for  Technology 
Administration.  Consideration  of  and  interviews  for  the 
other  Presidentially  appointed  positions  in  the 
Technology  Administration  are  currently  underway.  There 
are  two  within  TA:  The  Under  Secretary  for  Technology  and 
the  Assistant  Secretary  for  Technology  Policy. 

QUESTION: 

Which  of  these  positions  require  Senate  confirmation? 
Have  hearings  been  scheduled  on  these? 

ANSWER: 

Senate  confirmation  is  required  for  the  positions  of 
Under  Secretary  for  Technology  and  the  Assistant 
Secretary  for  Technology  Policy.  In  addition,  the 
position  of  Director  for  NIST  requires  Senate 
confirmation.  To  date,  no  hearings  have  been  scheduled 
for  these  positions. 


1322 


National  Technology  Initiative 


QUESTION: 


Last  year,  the  Technology  Administration  was  deeply 
involved  in  the  Department's  National  Technology 
Initiative  (NTI) .  Your  justifications  refer  to  follow-on 
activities  stemming  from  the  NTI  conferences.  What  are 
these  follow-on  activities?  Do  you  consider  the  NTI  to 
be  a  success,  and  on  what  basis  do  you  make  that 
determination? 

ANSWER: 

Follow-on  activities  include  such  things  as  sponsoring 
government-industry-academia  roundtable  discussions 
focused  on  specific  technology  issues  such  as  technology 
financing  strategies,  technology  transfer  programs,  and 
effective  technology  comr.ercialization  strategies  and 
programs.  We  consider  the  NTI  conferences  to  be  highly 
successful.  They  served  as  invaluable  fora  in  which  to 
bring  together  government,  private  sector,  and  academic 
representatives.  In  addition,  the  themes  for  each 
conference  were  developed  to  fit  the  primary 
industrial/technology  employment  focus  in  the  respective 
locations. 

QUESTION: 

How  many  National  Technology  Initiative  conferences  were 
conducted,  and  in  what  cities  were  they  located?  Who 
participated  in  conducting  the  conferences,  and  what  was 
the  audience  for  the  conferences? 

ANSWER: 


There  were  15  NTI  conferences  held 
Technology  Administration  had  the  lead 
these  conferences.    They  were  held 
cities: 


in  total.    The 

role  in  sponsoring 

in  the  following 


Location 


Date 


Themes 


Cambridge,  Massachusetts    2-12-92 


Environment 
Biotechnology 


Austin,  Texas 


3-04-92 


Energy 
Electronics 


Orlando,  Florida 


3-24-92    Aerospace 

Food  Technologies 


Research  Triangle, 
North  Carolina 


4-09-92 


Biotechnology 
Environment 
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Cleveland,  Ohio 
Seattle,  Washington 
Pasadena,  California 

Golden,  Colorado 
Kansas  City,  Missouri 
Gaithersburg,  Maryland 

Chicago,  Illinois 
Palo  Alto,  California 


Stonybrook,  New  York 


Baltimore,  Maryland 


4-23-92     Materials 

Adv.  Manufacturing 

5-14-92    Transportation 
Environment 

5-29-92     Aerospace 

Biotechnology 
Environment 

6-11-92    Natural  Resources 
Communications 

6-25-92     Agriculture 

Adv.  Manufacturing 

7-09-92     Life  Sciences 
Information 
Systems 

9-25-92     Materials 

Biotechnology 

10-25-92    Environment 
Information 
Systems 


Pittsburgh,  Pennsylvania    10-27-92 


Information 

Systems 
Life  Sciences 


11-13-92    Transportation 
Materials 
Information 
Systems 

12-01-92   Environment 
Aerospace 


The  participants  sponsoring  the  NTI  conferences  included t 
the  Technology  Administration;  NASA;  the  Departments  of 
Energy  and  Transportation;  and  the  Environmental 
Protection  Agency. 

The  audiences  for  the  conferences  consisted  of  agency 
representatives  across  the  government;  private  sector 
representatives  from  a  broad  range  of  business  and 
industrial  firms;  and  academic  representatives  from  the 
respective  co-sponsoring  Universities  and  local  area 
colleges. 
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QUESTION: 

Are  any  NTI  conferences  being  conducted  in  FY  1993? 

ANSWER: 

There  were  four  NTI  conferences  conducted  in  the  Fall  of 
FY  1993.  These  included  the  NTI  conferences  held  in  Palo 
Alto,  California,  Pittsburgh,  Pennsylvania,  Stonybrook, 
New  York,  and  Baltimore,  Maryland. 

Request  to  0MB 

QUESTION: 

What  was  your  initial  request  to  OMB,  what  items  were 
eliminated  from  your  request,  and  what  will  be  the  impact 
of  these  reductions  on  your  ongoing  operations? 

ANSWER: 

The  Technology  Administration's  1994  request  to  the 
Office  of  Management  and  Budget  (OMB)  included  a  total  of 
55  positions,  52  FTE  workyears,  and  $7,620,000  in  budget 
authority.  The  request  reflected  a  program  increase  of 
11  positions,  8  FTE  workyears,  and  $1,423,000  in  new 
budget  authority.  The  requested  increases  in  positions 
and  FTE  workyears  were  not  approved.  In  addition, 
resources  to  establish  a  European  Technology  Program 
similar  in  concept  to  the  Japan  Technology  were  not 
authorized. 

However,  the  OMB  allowance  will  enable  the  Technology 
Administration  to  continue  to  move  forward  with  the 
important  U.S. -Japan  Manufacturing  Technology  Fellowship 
Program.  Moreover,  the  President's  1994  budget  for  the 
Technology  Administration  provides  a  17  percent  increase 
in  funding  over  the  amount  available  in  1993.  This 
increased  level  of  funding  will  enable  the  Technology 
Administration  to  move  forward  with  its  critical 
technology  policy  and  program  activities. 

Status  of  Authorization 

QUESTION: 

What  is  the  status  of  your  authorization  for  fiscal  year 
1994?  Are  there  any  major  changes  proposed  in  your 
mandated  responsibilities  from  previous  years? 

ANSWER: 

Both  the  Senate  and  House  Subcommittee  mark-ups  on  the 
authorizing  legislation  for  the  Technology 
Administration,  S.4  and  H.R.  820,  are  scheduled  for  the 
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week  of  April  28,  1993.  A  significant  change  in  the 
proposed  authorizing  legislation  is  the  benchmarking 
provision  which  requires  the  Technology  Administration  to 
collect  information  measuring  its  technology  standards 
and  achievements  against  those  of  foreign  countries.  In 
addition,  the  authorizing  legislation  includes  some  new, 
creative  financing  programs.  However,  these  initiatives 
are  scheduled  for  implementation  in  FY  1995. 

QUESTION: 

Please  provide  for  the  record  a  comparison  of  the  various 
authorization  proposals  for  technology  programs  and 
crosswalk  that  comparison  with  the  Department  of  Commerce 
budget  request  for  technology  programs. 

ANSWER: 

The  Clinton  Administration  is  requesting  $5,425,000  for 
Technology  Administration  programs  for  FY  1994.  These 
include  the  personnel  and  programs  in  the  Office  of  the 
Under  Secretary  and  Office  of  the  Assistant  Secretary  for 
Technology  Policy,  and  an  additional  $500,000  for  the 
U.S. -Japan  Manufacturing  Technology  Fellowship  Program. 

H.R.  820,  as  ordered  reported  by  the  House  Science 
Committee  on  April  29,  1993  authorizes  $5,425,000  for 
these  purposes  for  FY  1994.  In  addition,  it  authorizes 
$1,000,000  for  a  new  civilian  technology  loan  program 
(rising  to  $20,000,000  in  FY  1995),  $1,000,000  for  a  new 
venture  capital  program  for  small  high  technology 
startups  (rising  to  $50,000,000  in  FY  1995),  and 
$2,000,000  for  a  new  benchmarking  program  aimed  at 
assessing  foreign  technology  capabilities  relative  to  our 
own. 

We  can  only  describe  the  authorization  levels  in  S.  4  as 
introduced  as  that  bill  has  not  yet  gone  to  markup.  As 
introduced,  S.  4  would  authorize  $12  million  for  the 
programs  budgeted  at  $5,425,000  ($5,000,000  each  for  the 
Office  of  the  Under  Secretary  and  Assistant  Secretary  and 
another  $2,000,000  for  the  Japan  Technical  Literature 
Program) . 

For  FY  1994,  S.  4  also  authorizes  $1,500,000  for 
benchmarking  activities.  For  fiscal  years  1994-1995,  it 
authorizes  $60,000,000  for  a  new  civilian  technology  loan 
program,  $105,000,000  for  a  new  venture  capital  program, 
and  $25,000,000  for  a  new  program  of  financial  assistance 
to  state  technology  assistance  programs.  The  Senate  may 
follow  the  House  lead  and  push  these  expensive  new 
programs  back  to  FY  1995.  Finally,  S.  4  would  fund  an 
American  Workforce  Quality  Partnership  Program  at 
$50,000,000  for  each  of  fiscal  years  1994  and  1995. 
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National  Technical  Information  Service 

QUESTION: 

The  Committee  provided  an  appropriation  of  $8  million  for 
the  National  Technical  Information  Service  (NTIS) .  This 
amount  has  been  reduced  slightly  through  the  transfers 
approved  by  the  Committee  earlier  in  the  year,  but  what 
is  the  status  of  the  funding  and  the  problems  being 
experienced  by  NTIS? 

ANSWER: 

The  $8  million  appropriation  was  reduced  by  $200  thousand 
as  a  result  of  the  transfer.  Of  the  remaining  $7.8 
million,  $5  million  has  been  obligated  to  repay  customer 
accounts.  This  amount  had  been  used  improperly  (an 
action  that  was  determined  to  be  a  violation  of  the 
Antidef iciency  Act)  by  NTIS  in  the  past  to  finance  its 
operations.  Approximately  $1  million  will  be  used  by 
NTIS  to  begin  its  much  needed  modernization  initiative. 
The  remaining  amount  will  be  used  as  a  source  of  working 
capital  to  be  used  in  the  event  the  organization 
experiences  low  cash  flow  periods.  The  appropriation  and 
authority  to  establish  a  Public  Enterprise  Revolving  Fund 
resolves  the  antidef iciency  violation  and  should 
permanently  resolve  NTIS'  financing  problems. 

QUESTION: 

Will  the  FY  1993  appropriation  for  this  account  remedy 
all  of  the  ongoing  problems  at  NTIS?  Is  there  any 
possibility  that  additional  appropriations  will  be 
required  in  the  future? 

ANSWER: 

The  1993  NTIS  appropriation  has  allowed  NTIS  to  repay 
used,  unearned  customer  accounts  and  should  resolve  its 
financing  problems.  Appropriations  will  not  be  required 
in  the  future  to  finance  NTIS'  on-going,  self-supporting 
programs . 
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SUBMITTED  BY  CONGRESSMAN  ALAN  B.  MOLLOHAN 


QUESTION: 

The  commerce-chaired  interagency  committee  on  federal 
technology  transfer  has  been  wrestling  with  upgrading 
data  on  ongoing  research  in  federal  laboratories  to 
expedite  commercialization  by  U.S.  industry.  Could  you 
please  update  me  on  the  progress  of  reformatting  the 
federal  research  in  progress  database  (FEDRIP)  as  well  as 
your  efforts  to  ensure  that  this  information  is  shared 
with  the  National  Technology  Transfer  Center  so  that  U.S. 
industry  can  take  advantage  of  this  resource? 

ANSWER: 

The  Commerce-chaired  Interagency  Committee  on  Federal 
Technology  Transfer  is  seeking  to  develop  a  user-friendly 
format  that  would  enable  FEDRIP  users  to  quickly  and 
easily  find  information  about  R&D  projects  funded  by 
Federal  agencies  at  Federal  laboratories  and 
universities.  In  this  effort,  the  Committee  has  met  with 
industry  to  get  industry  input  regarding  the  type  of 
information  and  format  that  it  would  find  most  useful. 
The  Committee  is  working  with  Federal  agencies  to  obtain 
broader  agency  participation  and  cooperation  in  providing 
more  complete  information  on  projects,  more  frequent 
updating  of  information,  and  lab  or  agency  contact 
points.  The  Committee  and  NTTC  are  exploring  means  of 
cooperation  through  which  NTTC  could  make  the  FEDRIP 
database  more  widely  available  to  industry.  The 
Committee  and  NTTC  are  also  working  together  on  a  project 
to  measure  and  evaluate  the  impact  of  government 
technology  transfer  activities  under  the  Stevenson-Wydler 
Act. 

QUESTION: 

Current  legislation  envisions  an  expanded  role  for  the 
Department  of  Commerce  in  assisting  U.S.  industry  in 
upgrading  its  manufacturing  base  (H.R.  820) .  An 
important  component  in  this  effort  is  our  unparalleled 
federal  laboratory  system.  Could  you  please  advise  the 
subcommittee  on  current  efforts  to  integrate  in  this 
effort,  resources  like  the  NASA-funded  National 
Technology  Transfer  Center  to  ensure  that  we  are  not 
recreating  existing  resources? 

ANSWER: 

The  Manufacturing  Extension  Partnership  is  a  nationwide 
network  that  links  service-providers  and  technology 
sources.  The  nodes  on  the  network  are  (or  will  be) 
Manufacturing  Technology  Centers   (MTCs) ;  Manufacturing 
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Outreach  Centers  (MOCs) ;  the  State  Technology  Extension 
Program  (STEP) ;  state  industrial  extension  organizations; 
NIST,  DOE,  NASA,  DOD,  and  other  Federal  technology 
transfer  activities;  community  colleges  and  advanced 
technology  centers;  university  manufacturing  programs  and 
technology  transfer  centers;  and  other  technology  sources 
and  transfer  agents,  including  organizations  such  as  the 
National  Technology  Transfer  Center.  The  NTTC  can  serve 
as  a  resource  for  manufacturing  extension  field  engineers 
which  encounter  a  company  or  problem  which  would  be 
appropriate  for  considering  technology  transfer  from 
Federal  laboratories.  The  MEP  and  NTTC  will  coordinate 
activities  so  that  extension  field  engineers  are  aware  of 
the  services  provided  by  NTTC.  In  addition,  NTTC  staff 
would  be  educated  about  the  extension  program  and  when  it 
would  be  appropriate  to  refer  a  caller  to  their  local 
extension  center.  Integration  of  electronic  databases 
between  the  partnership  and  NTTC  may  also  be  possible. 
NIST  has  met  several  times  with  NTTC  staff.  A  formal 
Memorandum  of  Understanding  between  the  organizations  was 
signed  in  February,  1993,  under  which  the  two 
organizations  will  establish  linkages  between  their 
electronic  databases  and  bulletin  boards,  and  other 
activities  as  appropriate  to  ensure  that  information  on 
technology  is  made  widely  available  to  the  MEP. 

QUESTION: 

I  am  very  impressed  with  the  potential  of  the  Technology 
Administration's  Clearinghouse  for  State  and  Local 
Initiatives.  I  see  this  as  an  important  information 
component  for  an  effective  national  technology  transfer 
network.  I  understand  the  NTTC  has  offered  to  work  with 
the  Office  of  Technology  Commercialization  in  the 
Department  of  Commerce  to  upgrade  this  important  resource 
and  provide  an  additional  outlet  for  dissemination. 
Please  advise  me  on  the  status  of  this  project. 

ANSWER: 

The  Clearinghouse  for  State  and  Local  Initiatives  is 
continuously  expanding  its  information  on  technology- 
based  economic  development  programs  through  improving 
currency,  coverage,  and  accessibility.  More  than  700 
Federal,  State  and  locally  funded,  technology-based 
economic  development  programs  are  presently  retrievable 
by  computer.  NTTC  is  cooperating  with  the  Clearinghouse 
to  increase  the  efficiency  and  timeliness  of  the  program 
information  and  greatly  increase  dissemination  through 
NTTC  resources.  In  addition,  the  Clearinghouse  and  the 
NTTC  plan  to  improve  the  search  and  retrieval 
capabilities  of  the  Clearinghouse  database. 
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QUESTION: 

The  NTTC  has  recently  initiated  a  highly-successful  pilot 
program  called  the  Fund  for  Strategic  Partnering  that  is 
providing  $600,000  in  matching  money  for  models  linking 
our  federal  laboratories,  universities,  state  and  local 
governments  and  U.S.  industries  in  technology 
commercialization  projects.  This  appears  to  dovetail 
with  the  Department's  Advanced  Technology  Program  (ATP) 
and  the  State  Technology  Extension  Program  (STEP) .  Are 
there  plans  for  providing  Commerce  assistance  for  the 
NTTC's  FSP  program  in  light  of  its  complimentary  role  for 
Commerce  programs? 

ANSWER: 

At  present,  we  are  cooperating  with  the  NTTC  under  the 
terms  of  a  Memorandum  of  Understanding  between  the 
organizations  that  was  signed  in  February,  1993,  under 
which  the  two  organizations  will  establish  linkages 
between  their  electronic  databases  and  bulletin  boards, 
and  other  activities  as  appropriate  to  ensure  that 
information  on  technology  is  made  widely  available  to 
both  organizations. 
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National  Institute  of  Standards  and  Technology 

Questions  Submitted  by  Chairman  Smith 

QUESTION: 

What  efforts  are  being  taken  to  ensure  that  the  extension 
program  does  not  overlap  with  existing  Federal  assistance 
delivery  mechanisms  such  as  the  Small  Business  Development 
Centers  (SBDC)  program?  What  interactions  will  take  place 
with  SBDCs  and  Federally-sponsored  assistance  programs? 

ANSWER: 

A  major  premise  of  the  Manufacturing  Extension  Partnership 
(MEP)  plan  is  that  it  will  build  upon  and  link  with 
existing  resources  —  both  sources  of  technology  and 
delivery  systems.  NIST  has  two  Memoranda  of  Understanding 
with  the  SBA  to  (1)  assist  and  coordinate  various  technical 
activities  and  (2)  provide  collaboration  between  the  7 
existing  MTCs  and  regional  SBA  offices  to  provide  financial 
assistance  to  participating  small  companies.  Existing 
MTCs,  where  appropriate,  have  co-located  SBDC  agents  at  MTC 
sites.  NIST  management  has  worked  and  met  with  the 
Association  of  Small  Business  Development  Centers  and  with 
state  SBDC  directors. 

It  is  possible  that  in  some  regions  SBDCs  may  be  appropri- 
ate hosts  for  MTCs  or  MOCs.  NIST  management  has  begun  to 
work  with  the  network  of  SBDCs  to  develop  a  common  under- 
standing of  company  needs. 

QUESTION: 

What  will  be  the  impact  of  not  receiving  the  DoD  funds  as 
expected  on  the  FY  1994  budget  proposal  for  MEP? 

ANSWER: 

If  the  DoD  funds  are  not  available,  NIST  will  undertake 
development  of  the  nationwide  system  during  FY  1994  at  the 
requested  DoC  funding  level. 

QUESTION: 

How  will  the  existing  "Hollings  Centers"  (Manufacturing 
Technology  Centers)  be  impacted  by  the  new,  expanded 
Manufacturing  Extension  Partnership  Program  (including  DoD 
funds  and  the  FY  1994  request)?  Will  the  funding  levels 
and  ratios  be  the  same  for  existing  centers  and  new 
centers? 

ANSWER: 

Within  the  MEP  plan,  funding  for  MTCs  will  follow  exactly 
the  same  pattern  as  for  MTCs.   Within  DOD's  Technology 
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Reinvestment  Project  (TRP) ,  we  have  matched  the  funding 
ratios  and  levels  as  closely  as  possible  to  the  MEP  plan. 
There  is  a  50  percent  matching  requirement  in  the  TRP,  and 
half  of  the  match  must  be  in  cash  for  proposals  that 
request  $1  million  per  year  or  more  of  Federal  funds. 
Within  TRP,  there  are  no  pre-stated  sizes  for  centers,  but 
they  are  expected  to  bear  the  same  relationships  between 
funding  level  and  size  of  target  population. 

QUESTION: 

What  is  the  status  of  authorization  for  this  program,  as 
well  as  the  reauthorization  of  other  NIST  programs? 

ANSWER: 

Status  as  of  May  11,  1993:  full  committee  mark-up  is 
planned  for  H.R.  820  on  May  12.  It  is  scheduled  for  floor 
action  on  May  6.  Full  committee  mark-up  for  S.4  has  not 
been  rescheduled. 

QUESTION: 

The  requested  increase  associated  with  this  Manufacturing 
Extension  Partnership  program  —  $14  million  and  13 
positions  —  is  requested  as  part  of  the  investment 
initiatives  in  the  President's  budget  (along  with  most  of 
the  proposed  increases  for  NIST) .  This  investment  proposal 
relies  on  Congress  increasing  the  existing  budget  caps 
through  the  budget  reconciliation  process  —  which  will  be 
difficult  at  best.  What  would  be  the  impact  on  the  NIST 
long-term  strategy  of  not  receiving  this  "investment" 
funding  as  proposed? 

ANSWER: 

The  effect  on  NIST's  long-term  strategy  of  not  receiving 
"investment"  funding  would  be  harmful  to  the  target 
audience  -  small  and  medium  sized  manufacturers.  Without 
an  increase  in  funding  the  MEP  would  remain  at  the  same 
level  as  in  FY  1993.  Long-term  goals  would  remain  the 
same,  but  would  be  delayed  by  one  year. 

QUESTION : 

How  was  it  determined  which  increases  would  be  considered 
"investments"  and  which  would  be  designated  as  ordinary 
program  increases? 

ANSWER: 

How  an  increase  is  determined  is  best  defined  in  the 
Administration  document,  "A  Vision  of  Change  for  America". 
On  page  21  it  states,  "To  ensure  more  productive,  higher- 
wage  jobs,  and  greater  economic  opportunities  for  ourselves 
and  our  children,  we  need  to  devote  a  larger  share  of  our 
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current  resources  to  modernizing  factories  and  equipment, 
developing  skills,  and  accelerating  the  advance  of 
technology.  .  .  the  investment  package  was  geared  to 
additions  to  ongoing  activities  that  expand  America's 
capacity  to  produce  and  provide  more  opportunities  for 
current  and  future  workers."  All  the  proposed  FY  1994 
increases  for  NIST  clearly  meet  these  criteria. 

QUESTION: 

Your  statement  (page  9)  mentions  that  by  FY  1997,  this 
program  (if  you  continue  to  receive  the  proposed  funding) 
will  support  19  MTCs,  40  manufacturing  outreach  centers 
(MOCs)  and  30  state  grants.  Do  you  see  this  as  the  optimal 
level  for  the  Manufacturing  Extension  Partnership  program? 

ANSWER: 

As  outlined  in  the  Administration  document,  "A  Vision  of 
Change  for  America".  The  current  plan  is  to  grow  to 
approximately  100  manufacturing  extension  centers 
nationwide.  The  current  plan  calls  for  growth  to  20-30 
MTCs,  development  of  75-100  MOCs,  STEP  grants  and  building 
a  support  and  integration  infrastructure  called  LINKS.  The 
numbers  were  developed  after  studying  the  clustering  of 
manufacturers  in  the  U.S. 

Investment  Proposal 

QUESTION: 

Most  of  your  requested  program  increase,  particularly  that 
for  the  Advanced  Technology  Program  and  the  Manufacturing 
Extension  Partnership  —  is  included  under  the  investment 
proposal  of  the  President's  budget  request  which  requires 
an  increase  in  the  overall  caps  through  the  budget 
reconciliation  process.  What  was  the  rationale  for  this 
proposal? 

ANSWER: 

How  an  increase  is  determined  is  best  defined  in  the 
Administration  document,  "A  Vision  of  Change  for  America". 
On  page  21  it  states,  "To  ensure  more  productive,  higher- 
wage  jobs,  and  greater  economic  opportunities  for  ourselves 
and  our  children,  we  need  to  devote  a  larger  share  of  our 
current  resources  to  modernizing  factories  and  equipment, 
developing  skills,  and  accelerating  the  advance  of 
technology.  .  .  the  investment  package  was  geared  to 
additions  to  ongoing  activities  that  expand  America's 
capacity  to  produce  and  provide  more  opportunities  for 
current  and  future  workers."  All  the  proposed  FY  1994 
increases  for  NIST  clearly  meet  these  criteria. 
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QUESTION : 

Why  are  increases  for  the  ongoing  core  and  external 
programs  for  NIST  included  in  the  investment  package,  but 
funding  for  facilities  construction  included  in  the  "base" 
request.  Does  this  reflect  your  priorities  for  funding,  or 
those  of  the  Department  and/ or  0MB? 

ANSWER: 

The  increases  for  ongoing  core  and  external  funding  were 
included  in  the  investment  package  in  accordance  with  the 
policy  set  by  the  Administration  (see  previous  answer) . 
The  facilities  construction  was  a  base  request,  not  based 
on  priorities,  but  because  is  a  decrease  over  the  FY  199  3 
appropriated  level. 

High  Performance  Computing  and  Communication 

QUESTION: 

You  are  requesting  an  increase  of  $24  million  as  part  of 
the  multi-agency  High  Performance  Computing  and  Communi- 
cations (HPCC)  program,  which  is  related  to  the  overall 
information  infrastructure  initiative. 

Are  there  any  funds  in  your  base  for  this  program?  If  so, 
how  much? 

ANSWER: 

The  base  includes  $2.1  million  which  is  focused  on 
Integrated  Services  Digital  Networks  (ISDN)  standards, 
advanced  software  repository  and  distribution  technology, 
and  performance  measurement  methodology  for  high 
performance  systems. 

QUESTION : 

What  other  agencies  are  involved  in  this  effort,  and  how 
much  are  these  other  agencies  requesting  for  FY  1994? 

ANSWER: 

The  agencies  involved  in  this  effort  include:  DoC/NOAA 
($24  million);  HHS/National  Institutes  of  Health  ($24 
million) ;  NASA  ($12  million) ;  and  NSF  ($36  million) . 

QUESTION: 

How  does  the  NIST  program  for  HPCC  relate  to  and  interact 
with  the  National  Telecommunications  and  Information 
Administration  (NTIA)  proposal  for  National  Information 
Infrastructure  (NTI)  grants,  and  the  overall  information 
infrastructure  proposal? 
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ANSWER: 

The  NTIA  Grant  program  is  an  equipment  grant  program;  i.e., 
provide  PC's  and  "last  mile  access"  to  the  National 
Research  and  Education  Network  (NREN)  for  schools  and  state 
planning  organizations.  NIST's  clientele  is  industry  and 
other  government  agencies.  NIST  and  NTIA  both  work  on  and 
promote  ISDN  standards  with  complementary  programs. 
Specifically,  NIST  works  on  many  other  computer  and 
communications  standards  (e.g.,  Open  Systems 
Interconnection  protocols  for  local  area,  metropolitan 
and  wide  area  networks) .  NTIA's  R&D  is  focused  on  Quality 
of  Service  measures  for  radio  and  telephone  applications 
(including  ISDN) .  NIST's  R&D  focuses  on  protocol  design, 
dynamic  behavior  of  communications  protocols,  and  related 
performance  measurement  in  support  of  protocol  standards 
development.  NIST's  work  will  also  support  development  of 
application  infrastructure  focused  on  manufacturing 
industries  and  will  coordinate  those  activities  under  the 
HPCC  Program. 

QUESTION: 

Your  statement  refers  to  assisting  in  the  development  of 
the  National  Research  and  Education  Network  (NREN) .  Could 
you  tell  the  Committee  more  about  this  network 
particularly,  which  agency  has  the  primary  responsibility 
for  development  of  the  system?  Is  there  private  sector 
involvement  in  the  development  of  this  network? 

ANSWER: 

NSF  has  the  coordinating  role  in  the  deployment  component 
of  the  National  Research  and  Education  Network  (NREN) 
Program  to  support  the  academic  research  and  education 
community  through  the  NSF  net  which  is  part  of  the  interim 
NREN.  However,  DoE,  NASA,  EPA  and  NIH  each  support  their 
non-academic  clientele  via  components  of  the  interim 
NREN/Internet  (e.g..  Energy  Science  Net  and  the  Space 
Science  Net) .  Through  joint  planning,  all  agencies  depend 
upon  NSF  to  be  the  lead  agency  and  source  of  networking 
support  for  the  academic  community;  other  agencies  efforts 
complement  that  of  NSF. 

ARPA  has  had  the  lead  and  coordinating  role  in  the  R&D 
leading  to  development  of  gigabit  technology  in  the  NREN 
component  of  the  Program.  The  six  gigabit  testbeds  include 
industrial  partners  (IBM,  MCI,  Bell  Atlantic,  Belcore, 
AT&T,  NYNEX,  Pacific  Bell,  Bell  South,  and  GTE),  but  NIST 
has  not  been  funded  to  participate  actively  in  this 
component  of  the  Program. 

If  funds  are  appropriated,  NIST  will  take  a  more  proactive 
role  in  supporting  its  industrial  clientele  via  network 
enabled  access  to  its  Advanced  Manufacturing  Systems  and 
Networking   Testbed   (AMSANT) .     The   AMSANT   will   be 
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established  at  NIST  and  will  provide  network  access  to 
allow  conformance  and  interoperation  testing  of  pre- 
competitive  manufacturing  systems  and  applications  (e.g., 
flexible  computer- integrated  manufacturing,  electronic 
commerce  using  Product  Data  Exchange  Standards) .  As  more 
of  the  services  of  the  NREN  are  provided  by  the  private 
sector,  the  work  NIST  has  done  and  continues  to  do  in 
developing  international  standards  for  open  computer 
communications  will  become  more  important  (e.g..  Open 
Systems  Interconnection  (OSI)  and  Integrated  Services 
Digital  Network  (ISDN)). 

QUESTION: 

On  page  7  of  your  statement,  you  refer  to  the  many  sectors 
of  the  American  economy  which  are  dependent  on  efficient 
access  to  information  —  banks,  insurance,  manufacturing, 
etc.  Why  are  these  institutions  not  playing  a  more  visible 
role  in  the  development  of  high  performance  computing? 

ANSWER: 

The  intent  of  the  statement  was  to  indicate  the  broad 
impact  of  high  performance  computing  and  networking 
technologies  on  the  economy  —  not  to  indicate  which 
industries  are  initial  consumers  or  will  lead  in  their 
application.  Some  of  these  industries  are  not  usually  the 
developers  or  users  of  "leading  edge"  applications  of 
computing  technology,  but  do  use  tested  computing  and 
networking  for  their  business  transactions.  Specifically, 
the  banking  industry  is  dependent  upon  networking  for 
electronic  transactions  ranging  from  exchanges  between  the 
Federal  Reserve  System  to  automated  teller  machines;  we 
expect  this  dependence  on  networking  to  grow  with  the 
introduction  of  debit  cards,  and  other  "smart  card"  based 
applications.  The  insurance  industry  deploys  substantial 
networks  to  conduct  its  business.  Recently  the 
pharmaceutical  industry  has  begun  to  use  high  performance 
computers  for  drug  design  rather  than  traditional 
experimental  methods.  Advanced  materials,  aircraft  and 
automotive  manufacturing  are  other  industries  where  high 
performance  computing  and  networking  systems  are 
increasingly  important. 

QUESTION: 

What  is  the  role  of  NIST  in  the  development  of  standards 
relating  to  the  telecommunications  industry? 

ANSWER: 

NIST  participates  in  standards  development  both  nationally 
and  internationally  (e.g.,  American  National  Standards 
Institute  accredited  committees  Tl  (telecommunications)  ,  X3 
(data  communications)  and  their  international  counterparts 
in  the  Consultative  Committee  for  International  Telephone 
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and  Telegraph  (CCITT)  and  International  Standards 
Organization  (ISO) .  NIST  has  leadership  roles  in  working 
groups  as  chairperson,  editor  and/or  rapporteur;  as  host 
and  sponsor  of  the  North  American  Integrated  Services 
Digital  Network  User's  Forum  (ISDN  Forum)  and  Open  Systems 
Environment  Implementor's  Workshop  (OSI  Workshop) .  NIST 
staff  also  participate  in  the  Internet  Engineering  Task 
Force  (IETF) . 

In  collaboration  with  industry  and  the  Canadian  government, 
NIST  has  recently  developed  the  Industry /Government  Open 
System  Specification  (IGOSS)  which  is  a  procurement  profile 
based  upon  international  standards  and  regional 
implementation  agreements  produced  by  the  ISDN  Forum  and 
the  OSI  Workshop.  Partners  in  this  collaboration  include 
the  manufacturing  and  technical  office  communities 
(MAP/TOP)  and  the  electric  power  industry  (EPRI) . 

International  Trade  and  Standards 

QUESTION: 

I  am  pleased  to  see  that  your  budget  request  recognizes  the 
importance  of  promoting  U.S.  standards  overseas.  At  the 
request  of  this  Committee,  you  have  already  done  some  work 
in  Saudi  Arabia  on  standards  development,  and  you  have  now 
assigned  a  standards  advisor  to  the  U.S.  mission  to  the 
European  Community  located  in  Brussels.  Could  you  give  us 
your  assessment  of  the  program  being  made  in  Brussels? 

ANSWER: 

The  representative  is  providing  continuing  liaison  with  the 
EC  government,  exchanging  vital  information  for  the 
development  of  mutual  recognition  agreements.  The  Mutual 
Recognition  Agreements  will  provide  transparency  of 
conformity  assessment  procedures,  thereby  facilitating 
exports  of  U.S.  products  without  time-consuming  and  costly 
retesting  in  foreign  laboratories. 

In  particular,  since  the  European  Community  does  not  accept 
the  designation  of  foreign  organizations  as  "notified 
bodies,"  intensive  efforts  are  currently  focused  on 
establishing  a  voluntary  program  in  the  U.S.  The  U.S. 
Government  will  be  able  to  provide,  and  the  EC  will  be 
willing  to  accept,  the  necessary  assurances  to  the  EC  of 
the  competence  of  U.S.  conformity  assessment  systems  and 
organizations . 

QUESTION: 

Do  you  consider  this  program  to  be  a  success,  or  is  it  too 
soon  to  tell? 
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ANSWER: 

Even  though  the  standards  advisor  has  been  in  place  for 
less  than  a  full  calendar  year,  NIST  views  the  program  as 
successful.  It  is  already  beginning  to  be  effective  in 
meeting  its  objectives. 

QUESTION: 

What  are  the  objectives  of  the  Brussels  standards 
initiative  —  exactly  what  do  you  intend  to  accomplish  with 
this  representative? 

ANSWER: 

The  primary  objective  of  placing  the  standards  advisor  in 
Brussels  is  to  ensure  the  flow  of  vital  standards-related 
information  between  the  U.S.  and  this  key  area  of  the 
world.  The  expert  provides  liaison  with  the  EC,  as  well  as 
private  standards  organizations,  sending  detailed 
standards-related  information  to  NIST  and  transferring  U.S. 
technical  information  in  turn.  Of  particular  importance  is 
information  sent  back  to  NIST  on  conformity  assessment 
practices  and  negotiations  for  establishing  Mutual 
Recognition  Agreements.  This  information  is  essential  for 
U.S.  manufacturers  and  exporters  to  be  able  to  market  their 
products  in  Europe  without  duplicative,  costly,  and  time- 
consuming  testing. 

QUESTION : 

How  does  this  position  relate  to  the  Foreign  Commercial 
Service  Office  at  the  U.S.  mission  to  the  EC  —  is  there  a 
direct  reporting  requirement? 

ANSWER: 

The  NIST  standards  expert  has  been  assigned  to  the  U.S.  and 
Foreign  Commercial  Service  (U.S.  and  F.C.S.)  for 
administrative  support  and  oversight.  A  Memorandum  of 
Understanding  between  NIST  and  the  U.S.  and  F.C.S.  covers 
mutually  agreed  division  of  technical  and  administrative 
responsibilities  for  this  and  future  assignments  of  a 
similar  nature. 

QUESTION: 

Do  you  see  a  need  to  place  standards  advisors  in  Russia  and 
other  countries  of  the  former  Soviet  Union  to  promote  U.S. 
standards? 

ANSWER: 

Yes,  in  the  future  there  may  be  a  need  to  place  standards 
advisors  in  Russia  and  other  countries  of  the  former  Soviet 
Union  to  promote  U.S.  technology  and  standards.    An 
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integral  part  of  the  standards  project  is  to  assist 
desiring  countries  in  the  development  of  standards 
compatible  with  those  in  use  in  the  U.S.  Actual  and 
anticipated  trade  patterns  with  these  countries  are  also 
relevant.  Working  with  Russia  and  the  other  countries  of 
the  former  Soviet  Union  will  contribute  to  enhanced  export 
of  U.S.  goods  and  services. 

QUESTION: 

If  so,  would  the  most  effective  means  of  accomplishing  this 
be  in  the  placement  of  NIST  employees,  or  could  you 
contract  with  private  consultants  or  perhaps  train  Foreign 
Commercial  Service  officers  to  provide  this  type  of 
assistance? 

ANSWER: 

The  most  effective  means  of  staffing  posts  for  standards 
advisors  is  to  recruit  NIST  employees  from  the  private 
sector.  Qualified,  experienced  private  sector  technical 
specialists  with  access  to  NIST's  technical  expertise  will 
be  instructed  as  required  with  respect  to  government 
policies  and  U.S.  industry  needs. 

QUESTION: 

Do  you  see  a  need  to  assign  U.S.  standards  advisors  in 
other  countries  or  regions  in  the  world? 

ANSWER: 

Based  on  anticipated  trade  patterns,  it  may  be  desirable  to 
assign  standards  advisors  to  U.S.  Embassies  and  Missions  in 
Mexico  and  the  Pacific  Rim  in  the  future. 

QUESTION: 

You  also  refer  in  your  statement  (page  7)  to  harmonizing 
standards  with  trading  partners  and  international 
organizations.  Could  you  describe  your  efforts  in  this 
area?  Are  U.S.  manufacturers  receptive  to  the  idea  of 
harmonized  standards? 

ANSWER: 

U.S.  manufacturers  are  generally  receptive  to  all 
approaches  that  lead  to  more  ready  acceptance  of  their 
products  in  other  markets.  NIST  has  seen  major  strides  in 
this  direction  in  the  harmonization  of  lumber  and  plywood 
standards  with  Canada. 

NIST  is  also  involved  in  joint  U.S. -Canada  efforts  for 
uniformity  in  weights  and  measures  standards.  Under  the 
North  American  Free  Trade  Agreement,  NIST  sees  extension  of 
this  cooperation  towards  harmonization  throughout  North 
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America  with  Mexico  joining  these  enterprises.  The 
development  of  even  more  widely  accepted  international 
standards  and  conformity  assessment  practices  will  further 
facilitate  trade. 

FCCSET  Initiative  on  Advanced  Manufacturing  Technology 

Your  statement  refers  to  an  increase  in  your  core  research 
programs  related  to  a  new  Federal  Coordinating  Council  for 
Science,  Engineering  and  Technology  (FCCSET)  presidential 
initiative  on  Advanced  Manufacturing  Technologies.  You 
mention  that  NIST  is  among  several  Federal  agencies 
participating  in  the  effort. 

QUESTION: 

What  other  agencies  are  participating  in  this  particular 
FCCSET  initiative? 

ANSWER: 

DoD,  Dol,  USDA,  DoE,  EPA,  NASA,  &  NSF. 

QUESTION: 

Which  agency  has  the  lead  on  this  initiative? 

ANSWER: 

While  some  agencies  have  more  resources  than  others,  no 
agency  has  the  lead.  It  is  a  coordinated  effort  where  each 
agency  has  something  to  offer  to  the  planning  and 
coordination  process. 

QUESTION: 

How  does  the  requested  NIST  increase  of  $4.2  million  for 
this  program  compare  to  other  agencies'  request?  (You  may 
provide  details  for  the  record,  if  necessary.) 

ANSWER: 

DoD  -$182  million,  USDA  $10  million,  DoE  -$70  million,  NASA 
$0  million,  Dol  -$5  million,  EPA  $1  million,  and  NSF  $26 
million. 

QUESTION : 

Would  you  explain  for  the  subcommittee  what  comprises 
"advanced  manufacturing"?  How  does  this  differ  from  what 
state-of-the-art  manufacturing  techniques? 

ANSWER: 

Manufacturing  is  the  process  of  converting  raw  material 
and/or  product  into  useful  products.  Manufacturing  can  be 
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continuous,  discrete,  or  intellectual,  as  illustrated  by 
the  chemical,  automotive,  and  software  industries.  The 
term  "advanced  manufacturing  technologies"  refers  to  the 
processes,  information,  and  eguipment  that  are  needed  for 
future  competitiveness,  whereas  "state-of-the-art 
technologies"  tend  to  be  those  that  are  currently  available 
"off-the-shelf"  and  vendor-supported.  The  members  of  the 
FCCSET  on  Advanced  Manufacturing  grouped  advanced 
manufacturing  technologies  into  four  categories: 

o  Manufacturing  Design  Technologies,  including  tools  and 
techniques  used  to  prepare  for  manufacturing; 

o  Manufacturing  Technologies,  including  processes  and 
equipment  for  the  actual  production  of  physical 
products ; 

o  Supporting  Technologies,  including  underlaying  core 
technologies  needed  to  provide  advances  in  design  and 
manufacturing  technologies,  and 

o  Manufacturing  Infrastructure  Elements,  including 
concepts  and  mechanisms  for  managing  the  development 
of  appropriate  technologies  and  for  encouraging  their 
widespread  use. 

Advanced  Technology  Program 

QUESTION: 

Your  requested  increase  for  the  Advanced  Technology  Program 
(ATP)  is  $132  million  over  the  amounts  provided  for  FY  1993 
to  date.  To  what  extent  does  this  request  reflect  the 
passage  of  the  President's  FY  1993  economic  stimulus  and 
investment  supplemental?  If  the  supplemental  funding  for 
ATP  is  not  provided  at  the  requested  level,  or  if  the 
supplemental  never  passes,  would  your  FY  1994  request  need 
to  be  modified? 

ANSWER: 

The  $132  million  increase  requested  for  the  ATP  for  FY  1994 
does  NOT  depend  on  the  passage  of  the  stimulus  package.  If 
the  stimulus  package  had  passed,  the  additional  FY  1993 
funds  would  have  permitted  the  ATP  to  (1)  fund  a  larger 
percentage  of  the  proposals  received  in  the  current 
competition  and  (2)  announce  two  new  competitions  this 
spring.  Without  the  supplemental,  the  ATP  will  fund 
considerably  fewer  proposals  in  the  current  competition 
(roughly  half  as  many) ,  and  will  not  announce  additional 
competitions  until  FY  1994  appropriations  are  received. 

QUESTION: 

If  the  supplemental  is  enacted,  but  late  in  the  fiscal 
year,  would  your  requirements  change? 


I 
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ANSWER: 

If  the  supplemental  were  approved  late  in  FY  1993,  the  ATP 
would  still  utilize  the  supplemental  funding  to  support 
additional  projects  resulting  from  the  fourth  competition 
and  announce  two  new  FY  1993  competitions  as  originally 
planned.  Because  of  the  delay  in  receiving  the 
supplemental  appropriation,  the  40-50  projects  selected 
from  the  two  new  competitions  would  not  be  announced  until 
the  beginning  of  FY  1994  and  second-year  funding  for  these 
projects  would  not  be  needed  until  FY  1995.  A  minimum  of 
approximately  $68  million  would  still  be  required  in  FY 
1994  to  sustain  projects  started  in  previous  years  and  the 
administration  of  those  projects.  A  minimum  of  four 
additional  competitions  would  still  be  planned  for  FY  1994 
using  the  additional  funds  requested. 

QUESTION: 

The  Commerce  Budget  in  Brief  document  indicates  that  NIST 
will  be  defining  "broad  technology  areas"  for  the  FY  1994 
competitions.  Is  this  a  change  in  NIST  policy  —  have 
technology  areas  been  defined  in  advanced  of  the 
competitions  in  previous  rounds  of  ATP  awards? 

ANSWER: 

All  four  competitions  announced  to  date  have  been  open  to 
proposals  in  all  areas  of  technology.  In  the  future,  NIST 
plans  to  hold  a  mixture  of  open  competitions  and  carefully 
chosen  competitions  directed  at  broad  technology  areas. 
The  change  in  policy  is  necessary  to  make  more  effective 
and  timely  investments  in  technology-development  projects. 
It  is  in  keeping  with  the  Administration's  policy  to  more 
aggressively  pursue  private-sector/government  partnerships 
to  develop  critical  technologies  of  substantial  long-term 
importance  to  enhancing  United  States  economic  growth  and 
to  creating  high-quality  jobs.  The  ATP  will  continue  to  be 
operated  as  a  "bottom-up"  program  with  substantial 
involvement  of  the  private  sector  in  choosing  the 
technology  areas  for  emphasis  in  competitions.  The  broad 
technology  areas  will  be  chosen  through  a  careful  analysis 
of  proposals  submitted  in  open  competitions  (to  identify  as 
early  as  possible,  emerging  technology  development 
opportunities)  and  substantial  information  to  be  obtained 
from  the  private  sector  through  meetings,  workshops, 
conferences,  and  special  technology  assessment  studies. 
Note  that  both  H.R.  820  and  S.  4  call  for  NIST  to  establish 
a  series  of  advanced  manufacturing  testbeds  that  would  be 
remotely  accessed  though  advanced  communication  networks. 
If  passed,  this  legislation  would  result  in  at  least  one 
technology-directed  competition  either  using  a  portion  of 
the  FY  1993  supplemental  appropriation  (if  it  is  approved) 
or  the  FY  1994  increased  appropriation. 
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QUESTION: 

Are  funds  included  in  this  request  for  additional  oversight 
of  the  ATP  program  in  FY  1994?   Please  specify. 

ANSWER: 

Requested  FY  1994  funds  include  $1.7  million  for  OIG 
expenses  associated  with  audits. 

QUESTION: 

Will  NIST  be  contributing  to  the  proposed  Departmental 
financial  management  system  in  this  budget  request? 

ANSWER: 

NIST  is  being  billed  for  this  department-wide  effort 
through  the  DoC  reimbursable  program. 

QUESTION: 

Can  you  tell  us  anything  about  the  proposals  that  have  come 
in  this  year  —  are  there  any  significant  trends  in  the 
applications?  What  is  the  mix  between  individual  projects 
and  joint  ventures? 

ANSWER: 

Sufficient  funds  were  available  to  announce  only  one  new 
competition  in  FY  1993  (the  fourth  ATP  competition) .  The 
proposals  that  were  received  in  the  current  competition 
cover  a  very  broad  range.  All  of  the  "critical 
technologies"  identified  by  the  Office  of  Science  and 
Technology  Policy  several  years  ago  are  represented.  Of 
the  252  proposals  received,  32  were  submitted  by  joint 
ventures  and  220  by  single  companies.  The  proportion  of 
high-quality  proposals  continues  to  increase  with  each 
competition.  Approximately  25  percent  of  the  proposals 
submitted  in  the  fourth  competition  are  believed  to  have 
sufficient  technical  merit  to  be  worthy  of  serious 
consideration  for  funding.  In  the  past,  the  ATP  has  only 
had  sufficient  funding  to  support  less  than  10  percent  of 
the  proposals  submitted. 

QUESTION: 

What  was  the  total  amount  requested  in  the  initial  round  of 
solicitations  for  the  FY  1993  funding?  How  many 
applications  have  been  submitted? 

ANSWER: 

The  total  requested  from  ATP  by  all  of  the  252  applicants 
is  approximately  $455  million. 
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Clipper  Chip  Technology 


QUESTION: 


We  have  been  hearing  quite  a  bit  this  week  about  the  new 
Clipper  Chip  technology  related  to  computer  encoding  of 
electronic  communications  and  the  ability  of  law 
enforcement  agencies  to  eavesdrop  on  these  communications. 
How  long  has  NIST  been  involved  in  the  development  of  this 
project? 

ANSWER: 

NIST  has  been  discussing  issues  related  to  escrowed 
cryptographic  key  technology  for  about  four  years.  Clipper 
Chip  technology  is  one  product  of  these  efforts. 

QUESTION: 

What  level  of  resources  has  NIST  devoted  to  this  project  to 
date,  and  are  funds  included  in  this  budget  request  for  the 
Clipper  Chip  project? 

ANSWER: 

NIST  expenditures  regarding  the  "Clipper  Chip"  and  escrowed 
key  technologies  have  involved  a  significant  portion  of 
NIST's  computer  security  budget.  Specifically,  the  level 
of  resources  that  has  been  devoted  to  this  technology  is 
approximately  four  years  of  professional  staff  time  and 
travel  expenses  of  about  $10,000.  No  specific  funds  are 
requested  in  this  request  for  the  Clipper  Chip  project. 

QUESTION: 

Does  NIST  receive  reimbursable  funding  from  the  Department 
of  Justice  and/or  other  Federal  agencies  for  this  project? 

ANSWER: 

NIST  has  received  funding  from  the  FBI.  NIST  has  also 
received  funding  from  DoD,  for  work  related  to  another 
cryptographic  standard,  the  Digital  Signature  Standard  and 
to  study  a  supporting  infrastructure  for  that  standard. 
Additionally,  we  believe  that  a  rough  estimate  of  NSA 
expenditures  on  this  technology,  in  terms  of  both  contract 
costs  and  staff  time,  is  approximately  $7-8  million. 

QUESTION: 

There  has  been  some  confusion  as  to  what  company  will  be 
manufacturing  this  device.  Could  you  tell  us  which 
companies  are  involved,  and  at  what  stage  of  the  process 
they  became  involved? 
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ANSWER: 

VLSI  manufactures  the  hardware  chip  while  Mikotronx,  Inc. 
of  Torrence,  CA,  designs  and  programs  the  device.  Both  are 
under  contract  to  the  National  Security  Agency.  These 
contracts  were  awarded  approximately  14  months  ago,  once 
the  initial  designs  were  completed  by  the  government. 

QUESTION: 

Are  any  of  the  larger  telecommunications  companies  (such  as 
AT&T  or  any  of  the  Baby  Bells)  involved  in  this  initiative? 

ANSWER: 

No  such  firms  were  involved  in  the  basic  design  of  the  key 
escrow  chip  and  the  encryption  algorithm.  However,  the 
first  version  of  the  Clipper  Chip  was  hardware  customized 
to  be  compatible  with  AT&T's  Telephone  Security  Device 
3600.  In  addition,  we  do  intend  to  license  the  building  of 
the  Clipper  Chip  to  other  vendors  who  can  meet  our  quality 
and  security  requirements. 

QUESTION: 

How  were  contractors  selected  for  this  project? 

ANSWER: 

Contractors  were  selected  by  NSA  based  on  their  unique 
capabilities.  We  anticipate  that  future  chip  production 
will  be  done  by  multiple  sources. 

QUESTION : 

To  what  extent  has  NIST  been  involved  in  the  privacy  issue 
associated  with  this  technology?  Could  you  elaborate  for 
the  Subcommittee  your  findings? 

ANSWER: 

NIST  develops  computer  security  standards  for  federal 
unclassified  computer  systems  and  is  keenly  aware  of  the 
need  to  protect  Privacy  Act  and  other  information  sensitive 
to  disclosure.  NIST's  role  in  the  Clipper  Chip  technology 
development  has  been  limited  to  that  of  a  technical 
consultant.  Privacy  issues  are  beyond  NIST's  area  of 
expertise. 


Advanced  Materials  and  Processing 


QUESTION: 


You  are  requesting  $6.6  million  under  your  core  research 
programs  for  an  initiative  to  "bridge  the  gap"  between 
basic  research  and  technology  transfer  in  the  area  of 
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advanced  materials  and  processing.   Please  describe  the 
proposed  program. 

ANSWER: 

The  increase  will  allow  NIST  to  promote  industrial 
technology  and  innovation,  reduce  barriers  to 
commercializing  new  ideas  and  technologies,  and  facilitate 
industry  and  government  efforts  to  improve  the  quality  of 
American  products  and  services  through  research  in  advanced 
materials  and  advanced  processing  technologies  for 
producing  materials  identified  as  critical  to  the 
development  or  maintenance  of  manufacturing  leadership  by 
U.S.  industry.  The  Office  of  Science  and  Technology  Policy 
(OSTP)  and  Office  of  Management  and  Budget  (0MB)  recognize 
the  importance  of  materials  technology  in  providing  greater 
national  security,  industrial  productivity,  and  economic 
growth,  and  have  launched  a  budget  crosscut  on  the  Federal 
effort  in  materials  science  and  technology.  The  Federal 
Coordinating  Council  for  Science,  Engineering  and 
Technology's  (FCCSET)  Committee  on  Industry  and  Technology 
(CIT)  coordinated  the  development  of  this  interagency 
effort  which  led  to  a  new  Advanced  Materials  and  Processing 
Program  (AMPP)  in  the  President's  Budget.  The  NIST 
programs  are  focused  on  major  priority  areas  singled  out  by 
the  AMPP  and  emphasize  applied  and  process  integration 
aspects  of  synthesis  and  processing,  as  well  as  measurement 
science/characterization  of  relevant  materials. 

QUESTION: 

Is  $6.6  million  the  total  amount  requested  for  this 
program,  or  are  there  funds  in  your  base  request  for  this 
program? 
ANSWER: 

NIST  has  a  $1.5  million  base  in  the  Materials  Science  and 
Engineering  Laboratory  associated  with  this  request.  That 
coupled  with  resources  from  NIST  laboratories  in  other 
technological  areas,  positions  NIST  to  be  a  critical 
participant  in  programs  designed  to  achieve  industrial 
implementation  of  advanced  materials.  NIST  has  developed 
a  strategy  which  involves  industry  in  every  stage  of  the 
R&D  program  from  planning  through  execution  to  ensure  that 
the  technology  developed  is  relevant  to  industrial  needs 
and  to  ensure  that  it  is  readily  transferred  to  industry. 
With  NIST's  already  strong  ongoing  commitment  to  U.S. 
industry's  needs,  very  limited  base  funds  are  committed  to 
establishing  critical  mass  research  efforts  directed  at  the 
measurement  needs  of  these  new  areas  identified  by 
industry. 

QUESTION: 

Isn't  this  the  type  of  work  that  should  be  conducted  under 
the  manufacturing  outreach  program? 
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ANSWER: 


The  proposed  Advanced  Materials  and  Processing  program  is 
directed  toward  the  creation  of  new  technology  or  joint 
technology  development  with  industry  and  is  not  directed 
toward  the  transfer  of  existing  technology  to  industry. 
The  NIST  manufacturing  outreach  program  is  focused 
primarily  on  the  diffusion  or  transfer  of  information  to 
industry  and  does  not  contain  the  necessary  program 
elements  for  technology  development  and  is  not  focused  on 
advanced  materials  and  processing,  but  rather 
manufacturing . 


Request  to  0MB 


QUESTION; 


What  was  your  original  request  to  0MB  for  all  of  your 
accounts  and  activities,  what  specific  items  were 
eliminated  from  your  request,  and  what  will  be  the  impact 
of  these  reductions  on  NIST's  ongoing  operations?  Please 
provide  details  for  the  record. 

ANSWER: 

The  following  table  illustrates  NIST's  request  to  OMB  and 
the  changes  made  before  submission  to  the  Congress.  The 
total  request  for  NIST  is  greater  after  OMB  completed  its 
review.  The  areas  which  were  reduced  or  eliminated  were 
modest.  The  results  of  these  reductions  will  be  to  slow 
the  rate  of  increase  to  NIST  measurement  research  programs 
that  support  industry  and  increase  the  rate  of  growth  in 
High  Performance  Computing  and  the  NIST  extramural 
programs . 
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National  Institute  of  Standards  and  Technology 
FY  1994  Budget  Requests  to  OMB  and  Congress 

(Dollar  amounts  in  thousands) 


Appropriation/Budf^et  Subactivity/Program 
Scientific  and  Technical  Research  and  Services: 

Electronics  and  Electrical  Engineering 
Electronics 

Manufacturing  Engineering 
Advanced  Manufacturing 

Chemical  Science  and  Technology 

Biotechnology  and  Chemical  Processing 

Physics 

Materials  Science  and  Engineering 
Advanced  Materials  and  Processing 

Building  and  Fire  Research 

Safety,  Health,  and  Environment 

Computer  Systems 

HPCC/Information  Infrastructure 

Applied  Mathematics  and  Scientific  Computing 

Technology  Assistance 

International  Trade  and  Standards 
Evaluated  Reference  Data 

Research  Support  Activities 

Technical  Competence  Program 
Postdoctoral  Fellowhip  Program 

Total,  STRS  Request 

Industrial  Tcchnolo|tY  Services: 

Advanced  Technology  Program 

Technology  Transfer  and  Outreach 

Manufacturing  Extension  Partnership 
Quality  Program 

Total,  ITS  Request 

Facilities: 

Facilities  Construction  and  Improvements 
Modifications  and  Improvements 
Construction  and  Major  Renovations 

Total,  Facilities  Request 

Construction  of  Research  Facilities: 

Construction  and  Major  Renovations 


Total 

OMB 

Request 

President's 
Request 
to  Congress 

33,564 
13,250] 

30,668 
[4,000] 

19,810 
[6,250] 

14,400 
[4,200] 

25,525 
[4,150] 

23,054 
[3,000] 

28,810 

26,884 

48,810 
[3,000] 

47,236 
[6,600] 

14,118 
[1,500] 

12,873 
[•.•  1 

20,268 
[2,000] 

37,080 
[24,000] 

7,086 

7,002 

15,771 
[4,000] 
[1,000] 

10,534 

[2,000] 

[...] 

27,488 

[1400] 

[0] 

31,257 
[...] 
[...] 

241,250 


120,015 

25,350 
2,500 

147,865 


10,014 
13,400 

23,414 


240,988 


199,489 

30,235 
2,800 

232,524 


61,686 


Total,  NIST  Request  412,529  535.198 

NOTE:  STRS  amounts  in  brackets  represent  program  initiatives  requested  in  the  FY  1994  budget  process. 
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Facilities  Proposal 


QUESTION : 


You  are  requesting  $61,686,000  for  the  Construction  of 
Research  Facilities  account  for  FY  1994.  A  requested 
language  change  would  allow  you  to  use  some  of  these  funds 
for  architectural  and  engineering  design.  What  amount  of 
this  request  is  anticipated  to  be  required  for  A&E  work? 

ANSWER: 

The  plan  estimates  the  remaining  requirements  for  the 
design  of  the  ATLs  and  new  construction  in  both 
Gaithersburg  and  Boulder  are  $21  million.  An  additional 
$15,000,000  is  estimated  for  the  designs  required  for  the 
planned  renovations  at  $5,000,000  a  year  from  FY  1996 
through  FY  1998. 

QUESTION: 

How  much  has  been  obligated  to  date  for  A&E  work  on  the 
Gaithersburg  and  Boulder  facilities?  Have  any  studies 
actually  been  started? 

ANSWER: 

To  date,  $1,944,592  has  been  obligated.  Henningson, 
Durham,  and  Richardson,  Inc.,  have  started  the  geotechnical 
and  vibration  studies. 

QUESTION : 

What  more  remains  to  be  done  in  A&E  studies  for  the 
facilities  modernization  program?  Will  additional  funds 
for  A&E  be  required  after  FY  1994. 

ANSWER: 

In  addition  to  the  design  for  new  construction,  there  will 
be  design  work  required  for  the  planned  renovation  of  seven 
of  the  current  laboratories.  This  design  work  is  scheduled 
to  take  place  in  FYs  1996  through  1998.  The  total  cost  for 
the  renovation  design  is  estimated  to  be  $15,000,000. 

QUESTION: 

Last  year,  we  were  told  that  this  facilities  proposal  would 
be  a  ten  year  effort.  Is  that  still  on  track,  considering 
the  slight  delay  in  getting  the  program  off  the  ground  in 
FY  1993? 

ANSWER: 

NIST's  plans  and  estimate  have  not  changed.  If  funding  is 
provided  in  out  years,  as  requested,  we  expect  the  ATLs  to 
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be  completed  and  occupied  in  1997.  All  planned  renovation 
should  be  completed  and  occupied  by  the  year  2  001. 

QUESTION: 

Please  provide  for  the  record  an  updated  timeline  for 
completion  of  the  facilities  modernization  proposal  for 
each  NIST  site. 

ANSWER: 

See  the  attached  graphs. 

QUESTION: 

Have  there  been  any  other  changes  in  your  plans  for 
modernization  that  may  impact  the  costs  and  timeframe  for 
completion  of  this  proposal? 

ANSWER: 

No,  the  program  is  proceeding  as  envisioned  at  this  time. 

Authorization  Status 

QUESTION: 

We  discussed  the  pending  authorization  proposal  with 
Dr.  Lyons  at  the  earlier  hearing  on  Technology 
Administration.  Mr.  Kammer,  do  you  have  any  further 
comments  on  these  authorization  proposals? 

ANSWER: 

H.R.  820,  the  National  Competitiveness  Act,  which  will 
authorize  appropriations  for  the  Technology  Administration 
and  NIST  for  Fiscal  Years  1994  and  1995  is  scheduled  for 
full  committee  mark-up  by  the  House  Science,  Space  and 
Technology  Committee  on  May  12,  1993. 

The  Senate  counterpart,  S.  4,  has  not  yet  been  scheduled. 
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NATIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY 

Question  Submitted  by  Congressman  Bob  Carr 

QUESTION : 

NIST  has  received  a  major  increase  in  funding  from  this 
Administration.  What  is  the  relative  priority  of  funding  - 
-  an  increase  in  funding  existing  Centers  or  the 
development  of  the  network  of  Centers  around  the  country? 

ANSWER: 

Development  of  the  network  of  Centers  around  the  country  is 
a  very  high  priority.  The  Administration's  views  are 
explained  clearly  in  the  document  "Technology  for  America's 
Economic  Growth,  A  New  Direction  to  Build  Economic 
Strength".   It  states: 

To  enhance  the  use  of  and  access  to  technology,  we 
will: 

Create  a  national  network  of  manufacturing 
extension  centers.  Existing  manufacturing 
extension  centers  managed  through  the  Department 
of  Commerce  provide  assistance  to  a  small  number 
of  businesses,  but  service  must  be  greatly 
expanded  to  give  all  businesses  access  to  the 
technologies,  testing  facilities,  and  training 
programs  they  need.  Federal  funds  (to  be 
matched  by  state  and  local  governments)  and 
funds  from  the  private  sector  will  support  and 
build  on  existing  state,  local  and  university 
programs,  with  the  goal  of  creating  a  nation- 
wide network  of  extension  centers. 
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NATIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY 

Question  Submitted  by  Congressman  David  Skaggs 

QUESTION: 

Please  provide  information  on  the  reduction-in-force 
impacting  the  Boulder  computing  facility. 

ANSWER: 

o  The  User  Service  and  Systems  Support  Group  (Boulder, 
Colorado)  in  the  Computer  Services  Division  of  the 
Computing  and  Applied  Mathematics  Laboratory  will  be 
abolished  as  of  May  14,  1993. 

i 

o  Alan  R.  Thomas,  Director  of  NOAA's  Environmental 
Research  Laboratories  (ERL)  notified  NIST  by  memorandum  on 
August  17,  1992,  of  ERL's  intention  to  discontinue  the  use 
of  the  CYBER  840  computer  system  in  Boulder,  Colorado,  on 
or  before  April  1,  1993,  The  CYBER  840  computer  system  in 
Boulder  is  operated  by  NIST. 

o  This  notification  affected  eleven  employees  in  the 
Computer  Services  Division  Office  whose  primary  function 
was  the  support  of  the  CYBER  84  0  system. 

o  Of  the  number  affected,  three  employees  were  offered 
and  accepted  positions  elsewhere  in  NIST  and  another  offer 
is  in  process. 

o    The  remaining  seven  persons  currently  have  no  offers. 

o  Sam  Kramer,  Associate  Director  of  NIST,  and  Esther 
Cassidy  of  NIST's  Congressional  and  Legislative  Affairs 
Office  met  with  Adam  Goldberg  of  Congressman  Skaggs'  staff 
on  December  14,  1992,  to  give  a  briefing  on  the  Boulder 
Facility's  reduction-in-force  plans. 
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